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THE OIL INDUSTRY: Bright Investment Future 
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13 MILLION GALLONS BIG... sur sust aorop in THE BUCKET 


The ESSO WASHINGTON is the newest 
of the 110 ocean-going tankers in the Esso 
fleets. She can carry 13 million gallons of 
oil. But that’s just a drop in the bucket 
compared with the 40 billion gallons that 
Jersey Standard affiliates delivered to cus- 
tomers last year. 

As economies expand. . . as populations 
grow ... as people live better, oil must pro- 
vide more energy to power factories, to 
drive ships and planes and motor vehicles, 
to heat and light homes and offices. Last 
year we supplied more than twice the oil 
we did ten years ago. This year our cus- 
tomers will need still more. 

It’s a big job. . . and it requires vast 
amounts of costly equipment. As our 
Annual Report points out, we spent 
$1,083,000,000 last year searching for oil 
and gas and paying for such things as 
tankers, pipelines and refineries. And in 1957, 
we plan to spend another $1,250,000,000 to 
find, produce and deliver the oil people will 


be needing tomorrow...and ten and twenty 
years from now. 

Because Jersey Standard is willing and 
able to make such investments and because 
our operations are efficient, we make a 
profit. In 1956 it was $808,535,000. About 
half of it went back into the business to 
help pay for the new facilities. 

Our successful year was good news for 
the 403,000 shareholders who own the 
company... they got dividends of $2.10 
per share on the money they invested. 

It was good news for our 156,000 em- 
ployees . . . whose wages and benefits came 
to $906,000,000. 

It was good news for governments. Oper- 
ating and income taxes, import duties, con- 


sumer taxes and other payments from our 
operations brought to the United States and 
other governments a record $2,17 1,000,000. 
That was five times the dividends to share- 
holders, more than double the payroll and 
benefits to employees. 

Best of all, our operations were good 
news for the people of the free world, who 
rely heavily on the energy of oil for their 
economic and social progress. 

In this, our 75th anniversary year, we 
intend to continue our efforts to remain 
successful, profitable and growing, in order 
to serve people well. 

If you would like a copy of our 1956 
Annual Report, write us at Room 1626, 
30 Rockefeller Plaza, New York 20, N. Y. 


STANDARD OIL COMPANY (NEW JERSEY) 
AND AFFILIATED COMPANIES 
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HAPPENING AT GOODYEAR—NO. 4 OF A SERIES 


Hose for 


HOSE 
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... Goodyear makes 1000 types 


What's more useful than the right kind of hose? 
For example. a slim *g-inch-diameter hose. unseen 
but indispensable. regulates the hydraulic fluid that 
makes power-steering possible. A sand-suction hose, 
38 inches in diameter, dredges up tons of sludge and 
rock to make a river navigable or expose a rich vein 
of iron ore. And these are only two of the uses and 


markets for rubber hose. 


Just about everything that flows can profitably be 
put through some kind of rubber hose. That is why, 
for the economical handling of products as varied as 
molasses and sand. crude oil and powdered coal, 


Goodyear makes more than 1,000 types of hose. 


First in tires, Goodyear also makes practically all 
other types of rubber goods. Our diversified out- 
put includes industrial rubber products . . . aircraft 
and aviation products . . . foam products, films and 


flooring . . . chemicals . . . metal products . . . and 
many more. for growing markets in this country 


and abroad. 


TODAY... AND TOMQRROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
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HIGHLIGHTS 


1956 1955 


Sales and operating revenue. .... $365,686,741 $339,705,655 
| $ 26,591,560  $ 23,008,465 


Earnings per share of common stock . $5.35 * $4.61* 
Dividends per share of common stock $2.375* $2.00* 
Capital expenditures... .......... $ 50,109869  $ 47,522,262 


Net production of crude oil and other liquid 12,788,479 11,463,734 
hydrocarbons—barrels (U.S. & Canada) . 


Petroleum products sold—barrels..... 47,932,310 47,368,564 


Crude oil processed at refineries— barrels. 51,285,644 47,234,939 
*Adjusted for 20% stock dividend paid in June 1956 
























87-year history and increased efficiency of operations combined 
to produce the new records of sales and earnings summarized 
in the table above. 


Uv Popularity of. Sohio products, particularly Boron gasoline and 
Premex motor oil, was a big reason for the success. In October 

1956, a new premium gasoline—Super Boron—was introduced. 

/ This new motor fuel successfully meets the highest quality 





HIGHEST SALES & EARNINGS IN OUR 87-YEAR HISTORY b 
q Bi In 1956, the largest total of capital employed in the Company’s - | 





requirements of all new motor cars. 


Sohio invested a record $50 million in expansion, moderniza- 
tion and replacement of facilities during 1956. Approximately H 
59% was for crude oil properties and equipment—including 
a substantial investment for exploitation concessions in Lake 
Maracaibo, Venezuela. Other large investments were made to 
improve and expand manufacturing and marketing facilities. 
Capital investments are expected to reach $65 million in 1957 
—including a large part of the cost of a new integrated refinery 
now under construction at Toledo, Ohio: 
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The Company’s story for 1956 is told in more detail in the An- 
nual Report. Copies are available upon request to the Secretary. 


THE STANDARD OIL COMPANY 


(AN OHIO CORPORATION) 
MIDLAND BUILDING . CLEVELAND 15, OHIO 
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Cover Picture . . . Edinburgh Castle, now 
the headquarters of the Scottish Command, 
dominates the city of Edinburgh. The 
Palace buildings form three sides of a 
square with the fourth side occupied by the 
Scottish National War Memorial . . . Here 
lived Mary Queen of Scots, and here she 
gave birth to the son destined to become 
James VI of Scotland and I of England. 
Here this summer many tourists will come 
to see the military museum, the collection 
of armor, and the Regalia of Scotland, 
consisting of the Crown, dating from 1540, 
the Sceptre, and the Sword of State, dating 
from 1494 and 1507 respectively ... The 
Lowlands of Scotland, representing one 
tenth of the land area, contain three quar- 
ters of the population and most of the 
industry, although hydro-electric power is 
being developed in the Highlands. Scotland 
contributes 40% of all British shipping and 
large industrial expansion is in progress. 
The trust business in Scotland is described 
in this issue. 
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THE ANSWER TO THE BIG 





OF COMMUNITY BANK 
TRUST DEPARTMENT GROWTH 


You know that your Trust Depart- 
ment could grow efficiently and prof- 
itably IF manpower were available 
and not expensive. Well, it is available 
—and it’s not expensive — through 
membership in the Studley, Shupert 
Trust Investment Council, an organi- 
zation of progressive community 
banks cooperatively sharing in the cost 
of a full-time research and advisory 
staff trained and experienced in every 
phase of investment management. 
Full details will be sent you upon 
request. 


STUDLEY, SHUPERT 
TRUST INVESTMENT 
COUNCIL 


1617 PENNSYLVANIA BLVD. 
PHILADELPHIA 3, PA. 





TRUST INVESTMENT 
COUNCIL 


ARIZONA 


Every 
Standard 
Trust 
Service 

















Home Office © Phoenix 


—for estates, individuals 
and corporations. Call upon 
us for any services needed 
in Arizona by your clients 
or customers. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 


VALLEY 


NATIONAL 
BANK 


STATE- 
WIDE 


Longue Bah inthe, Rocky Mowuctain, State 
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Too Busy to 
Invest Soundly...? 


Court deadlines, conferences, meetings and appoint- 
ments clogging your business hours?... evenings 
spent with a full briefcase? Do you get around to 
your investments...and your clients’ investments 


... after hours? 


Why not employ Hanover’s full-time investment 
service? With a Supervised Custody Account your 
portfolio is carefully analyzed and recommendations 
are made. There are continuing buy and sell propos- 
als as conditions require...and all time-wasting de- 
tail is taken care of for you. An appointment with 
any of our trust officers can be made whenever your 


schedule permits. 


THE 
HANOVER 
3 BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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"THE CHOICE OF A CRITERION as to what 
constitutes Practice of Law must be made 
from the standpoint of public protection, 
not from that of private advantage for 
either banks or lawyers," says the Super- 
ior Court of Hartford County in ruling on 
the case of State Bar Association of Con- 
necticut vs. Connecticut Bank & Trust Com- 
pany and Hartford National Bank & Trust 
Co. The decision, rendered April 15, shows 
that the banks followed that criterion to 
the letter and spirit. After finding that 
"there can be no distinction between acts 
performed by the Banks through their 
salaried attorneys and the same acts per- 
formed through outside counsel," Judge 
Phillips holds that the preparing and fil- 
ing in Probate Courts of applications, 
accounts, distributions, etc. were ordin- 
ary and incidental services relative to 
administration of fiduciary accounts, and 
that "banks should appear in proceedings 
and hearings in the Probate Court only by 
attorney, who may be a Salaried employee 
or outside independent counsel." The rul- 
ing further states that the giving of tax 
and other will and trust information, and 
the reviewing of existing wills where no 
fee is taken and use of attorneys to con- 
Sult and draw necessary instruments is 
urged — do not constitute practice of law. 
These practices are deemed necessary to 
discharge of the banks' legal, chartered 
and non-delegatable duties, as fiduciary. 
In view of its clarity and import, the 
decision (which it is understood is being 
appealed) is reported in detail at page 
022. 


A 126-YEAR-OLD WILL IS "DISCRIMINATORY" 
according to the precedent-breaking and 
precedent=-setting decision of April 29 by 
the U.S. Supreme Court in the Girard Col- 
lege case. When Stephen Girard died in 
1851 he willed some $2 million for found- 
ing of a college for "male, white 
orphans." Through the years that provision 
has been faithfully carried out, as testa- 
nents are supposed to be. Now the high 
court, unanimously overruling the Supreme 
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Court of Pennsylvania, has decided that 
the wishes of the benefactor are to be 
violated, and that the States do not have 
authority to uphold them, although it has 
been recognized that State law controls 
the transfers of property by will or in- 
testacy. The basis for this finding is 
that the trustees (Board of City Trusts of 
Philadelphia) are an agency of the Com- 
monwealth and refusal to admit negroes 
amounts to discrimination under the 14th 
Amendment. The public character of the 
trustee was thus considered more control- 
ling than the private source of the funds 
which made the College possible. The de- 
cision tnus suggests a distinction by the 
use of trust institutions and Community 
Foundations. 


WITH MORE YOUNG MEN AND WOMEN attaining 
official posts in trust departments all 
over the country, a new "complexion" is 
appearing. Whereas the traditional route 
to these positions was largely via the 
Law, today's trust executives often come 
from life insurance, investment and busi- 
ness backgrounds. Alert bank managements 
are giving special attention to rounding 
out their experience and knowledge both by 
enrollment in A.I.B. courses and Schools 
of Banking and by in=-bank training where 
the morning staff meeting or weekly dis- 
cussion sessions promote teamwork and in- 
terchange of ideas and backgrounds. Some 
banks have very effectively provided 
copies of the 50th Anniversary issue of 
"Trusts and Estates" to officer or staff 
newcomers. And Since many new situations 
or improved practices have taken place in 
recent years, this issue starts a new 
series of articles (p. 432) on estate and 
trust administrative procedures, some of 
particular interest to smaller departments 
but deSigned also for new members of the 
team. 


UNION WELFARE FUNDS LOOM SIGNIFICANTLY 
in the employee benefit field, an area in 
which the SEC estimates the funded re- 
serves of all types of plans at $20-$25 
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billion, with annual increment of nearly 
$7 billion, making these the largest 
source of new investment monies. Close 
Statistics on union welfare totals are 
lacking but they have apparently provided 
a ready source of lush patronage and 
favors for relatives and friends of some 
unscrupulous union leaders, according 

to findings of the Senate labor-manage- 
ment rackets committee. While most of 
these private "trustees" will surely be 
found conscientious, Sen. McClellan's 
committee has turned up such evidences of 
mismanagement and even misappropriation to 
personal use of some union officials as to 
make protective legislation as well as 
Union self-policing a must......Audited 
financial reports — such as made available 
to members and to press and public annual- 
ly by ILGWU — may eventually be required 
from health-and-welfare funds generally. 
Release to the press of 38,000 reports now 
filed with the Labor Department for use of 
Congressional committee chairmen only, is 
being asked by Labor Secretary Mitchell on 
behalf of the President, for this Con- 
gress, and restrictions on investments may 
take the form of a present bill to limit 
them to those securities eligible for Dis- 
trict insurance companies. 


PERSONAL AFFAIRS DAY, prelude to a 
month-long program of grass-roots family 
and financial education, marked its second 
anniversary in Freeport, Long Island, on 
May first. The story of "PAM" was told in 
these columns last August, and will be 
further reported on completion and ap- 
praisal of the current activities. As 
Donald Rogers, N. Y. Herald-Tribune busi- 
ness and financial editor wrote the other 
day, So many people have so skimpy a 
knowledge of personal affairs management 
as to lead to much unnecessary misery, 
poverty and injustice. The citizens of the 
Freeport area are fortunate in having. 
authoritative discussions brought to them 
by the joint efforts :of the local Bar, 
trust institutions, Surrogate's Court, 
insurance men and investment firms, with 
fullest cooperation of the local news- 
paper The Leader. 








"INVESTMENT COMPANY SHARES — An Aid to 
Bankers and Trust Officers," the new book- 
let prepared by the National Association 
of Investment Companies (See March T&E, 

p- 273) underscores what should be appar- 
ent by this time: many well-managed in- 
vestment companies are rendering useful 
services to their — and banks' — cus-= 
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tomers, and that these are complementary 
rather than competitive with trust ser- 
vice. First, they encourage more people to 
save and to hold a stake in American en- 
terprise. Monies so invested may often 
result in a "clean" estate instead of one 
with cat-and-dog assortments. While widely 
recognized as an aid to the person of 
modest means, investment company shares 
also make it feasible for those with in- 
terests in a Special industry to concen- 
trate more than would be possible with a 
trust fund, and for others to invest in 
securities of perhaps more "Speculative" 
or volatile character than a trustee could 
properly consider. The important point is 
that investors, especially amateurs, be 
apprised of the visible and varied risks 
and prospects, and that the record is such 
as to bring more and more people under the 
protection of the institutional investor 
for individual needs. 


MORE THAN ONE-THIRD OF THE STATES HAVE 
ALREADY ENACTED the Uniform Gifts to 
Minors Act promulgated last year by the 
National Conference of Commissioners on 
Uniform State Laws. (See Legislation re- 
port in this and preceding issues.) To- 
gether with the 14 jurisdictions which in 
1955-56 had adopted the Association of 
Stock Exchange Firms' Model Act of which 
the Uniform Act is an extension, there are 
now at least 30 states (and D.C.) where a 
Simplified method of making gifts to 
minors is available. 


MONEY-PURCHASE PLAN HAS BEEN FOUND AN 
EXCELLENT SOLUTION to pension needs of 
small enterprise, in the opinion of Certi- 
fied Public Accountant A. J. Briloff. 
Writing in this issue (p. 437) he points 
out the advantages of such plans which he 
has had qualified for tax purposes with 
as few as two participants, both stock- 
holders. 


THE PREFERRED STOCK SEGMENT OF 228 
COMMON TRUST FUNDS showed a slight drop 
at the 1956 year end aS compared with 
twelve months earlier, according to a 
Study by "Trusts and Estates." This was 
true both as to total dollar value and as 
to per cent of aggregate portfolio. The 
list of 586 issues, representing 392 com- 
panies, begins at page 460....COMMON 
STOCKS of 14 companies were sold out and 
those of 47 companies were newly pur- 
chased by one or more of eight Common 
Trust Funds making annual reports in the 
first quarter of 1957. Activity list is 
given at page 454. 
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Estate Administration Series: No. 1 





ARE WE CARING FOR ASSETS 
OR PEOPLE? 


Personal Services of Personal Representative 


WALTER C. BAKER 
Trust Officer, Girard Trust Corn Exchange Bank, Philadelphia, Pa. 


S TRUST OFFICERS, COMMENCING 
A settlement of a decedent’s estate, we 
have two jobs to do. This first, obvious- 
ly, is to complete the administration 
promptly and efficiently. The second is 
not only to represent the decedent legal- 
ly with regard to his assets, taxes and 
other liabilities, but also to serve by 
helping his family or other beneficiaries, 
so handling the estate settlement that 
they will regard us as interested, help- 
ful partners rather than remote and im- 
personal technicians. Few of us have 
much difficulty in carrying out the 
former duties but a degree of trouble is 
general with regard to the latter which 
are often of even greater importance to 
the people with whom we deal. 


We are all familiar with the plight of 
the widow or daughter, emotionally up- 
set by the illness and death of the testa- 
tor, facing major changes in her way of 
life from the secure pattern established 
over the years. It is difficult to imagine 
less favorable circumstances for intro- 
ducing her to a trust officer she may 
never have met, who will be her guide 
through the unfamiliar forest of estate 
settlement. On the other hand, there are 
few times in her life when she will have 
greater need of friendly support and 
guidance. Even sons or other benefici- 
aries more familiar with the business 
world often stand in great need of our 
counsel and help. 


When the Brickbats Fly 


Especially in the early stages of ad- 
ministration of estates, we are all accus- 
tomed to a certain number of verbal 
brickbats. Let us consider some of the 
typical negative comments and _ the 
methods we may take to avoid or an- 
swer them. For these measures will have 
considerable bearing on whether the 
beneficiaries are to regard us as valued 
associates or unwelcome intruders into 
their family affairs. 
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1. “I should have been named instead 


of a Bank.” 

2. “Why did they influence Uncle Joe 
against naming me, even as co-exec- 
utor?” 


3. “They should have seen that he did 
more for Cousin Mary.” 


We cannot avoid the fact that a num- 
ber of people are going to be hurt at 
not being named as executor, or by the 
dispositive provisions of the will, but 
we can be friendly and sympathetic. We 
can make it clear that we never write 
wills and that the lawyer only includes 
what is necessary to carry out the dece- 
dent’s intentions. The lawyer, if we work 
closely with him in both the planning 
and administration, can be of great help 
in convincing the beneficiaries that the 
testator knew what he wanted. He can 
also interpret our work to the interested 
parties and deal with many complaints 
and sore spots before they assume seri- 
ous proportions. 


4. “They made sure that the news- 
papers all had stories about the 
terms of the will and their appoint- 
ment.” 


5. “Why did they send copies of the 
will to everyone named in it?” 


We can explain that wills must be a 
matter of public record and that the 
newspapers, of course, want to publish 
their terms. We may suggest subtly in 
appropriate cases that the will of a 
prominent man in the community has 
particularly high news value. If the law 
requires that we send out copies of the 
will, we can explain that we have no 
choice. If not, in our letters notifying 
specific and pecuniary legatees, perhaps 
we can quote only the appropriate part 
of the will. It is not surprising that the 
family in many cases does not want dis- 
tant relatives, charities, etc., to have the 
whole will before them. 





The author, who recently joined his bank’s 
25 Year Club, has been in estate administra- 


tion work since 1942. Currently he has 
responsibility for the unit handling execu- 
tor and adminstrator accounts. 





6. “The trust officer asks too many 
questions about Uncle Joe’s personal 
affairs. He wanted to know my age: 
what business has he prying into 
such matters? 


A good deal of tact is sometimes re- 
quired to elicit all the information need- 
ed for the inventory and for income and 
death tax purposes if returns are to be 
correct and penalties avoided. By indi- 
cating why we need so much informa- 
tion to do our job properly, we can 
help avoid the accusation that we are 
financial peeping Toms. 

7. “The bank questioned the amount 
of the funeral bill and the cost of 
the grave marker. They wouldn't 
pay that nice Mrs. Smith who helped 
Uncle Joe while he was sick and 


never even thought of sending him 
a bill.” 


The family should welcome any hel} 
we can give in resisting the occasionally 
over-enthusiastic funeral director 01 
monument salesman. As a matter of 
practice, however, they seldom do. Ex- 
cept in cases where insolvency threatens 
or where the cost is disproportionate to 
the size of the estate, it seems best to let 
the family plan for the funeral and to a 
less degree the grave marker with a 
minimum of interference from us. Often 
the residuary legatees, who are in effect 
paying for these items, will be glad to 
approve them. 


As to claims that would not be allow- 
ed by the Court, we can give a tactful 
explanation rather than brusquely re 
fusing payment. Maybe the residuary 
legatees will wish to approve some such 
payments with full knowledge of their 
rights and understanding that paymen! 
is voluntary on their part. 
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8. “Why should they have made Uncle 
Joe leave the money in trust? Now 
the principal will be tied up for 
years.” 


As indicated above your partner, the 
lawyer, should help you to convince the 
interested parties that the decedent him- 
self made the decisions in regard to his 
will. We should not be shy in bringing 
out the advantages of trusts, even small 
ones. For example, beside the tax ad- 
vantages and the desirability of regular 
income, they often cut down on the need 
for saving by the income beneficiary to 
create an estate, they can be used to 
fund life insurance premiums, relieve 
the beneficiaries of responsibility, make 
a nest egg for the grandchildren, etc., 
etc. 


9. “Why does the bank take so long to 
settle the estate? I settled Auntie 
Mame’s in two months.” 


The period of settlement of the es- 
tate will seem a great deal shorter if the 
routine and reasons for it are explained 
early in the administration and if the 
interested parties are supplied with a 
time schedule which will be met as the 
estate settlement progresses. We would 
all do well in this case to review our 
practices to see if any steps can be ex- 
pedited without serious risk. In cases 
where the estate is clearly sufficient to 
pay the pecuniary legacies, could we pay 
them as soon as the cash is in hand? 
We would thus save correspondence as 
well as the time spent in separate con- 
sideration of the problem. We would 
surprise and please a number of lega- 
tees who are not expecting prompt action 
and who, after all, could earn income 
on these funds or perhaps use them to 
take advantage of an opportunity or 
mest an emergency. 


Similarly if someone is impatient or 
needs the money, a conservative pay- 
ment on account of a residuary legacy 
may be helpful in showing that we are 
friendly and cooperative. Do we always 
start promptly to pay out the income 
to the persons entitled to it? When there 
are no income tax advantages in hold- 
ing such payments or distributions on 
eccount of legacies, such prompt action 
can often create good will. 


{ 
ht 


“Why all this red tape—papers to 
sign and questions to answer? 


\s to the red tape and questions, we 
can (a) make it clear why they are ne- 
cessary, (b) organize all information we 
have to minimize duplication, and (c) 
get as much data as possible from the 
l:wyer or from the testator when the 
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will is signed. Fundamentally, this is not 
much of a problem if the people like 
you, which in a sense is the subject of 
this article. 


11. “I can’t understand the words the 
trust officer uses: corpus, spend- 
thrift clause, optional valuation for 
estate tax. Why can’t he talk Eng- 
lish?” 

They will like us better if we keep 
down or eliminate the technical terms. 
Without talking down to people, why 
not keep our vocabulary at the high 
school level and forget about the law 


school. It will make things easier for us 
and our customers. 


12. “He never tells us anything, or if 
he does it’s so technical we can’t 
understand it.” 


No one can tell how much interested 
parties want to be told. If we start 
with a simple version and proceed with 
details to the extent they seem to de- 
sire, we will come out far better than 
with an unwanted monologue which they 
find it hard to follow. If we can only 
succeed in giving them the data they 
want, we need not worry that they 








gROVIDING FUNDS FOR THE FAMILY 


Even before the formal administration of an estate begins, our trust 
officers will make every effort to see that adequate funds are available to 
meet the living expenses of those who are dependent upon an estate. 


From years of experience we understand the importance to the bene- 
ficiaries of a feeling of security. We do everything possible to see that 
technicalities or legal complications do not tie up the estate and cause incon- 
venience or embarrassment to its beneficiaries. When it is necessary, advance 
payments of funds will be made from the estate, for we regard it as the 
function of an executor to take care of the family just as the deceased 
himself would have. 


Maintaining the Household 


The costs of maintaining a household do not abruptly cease at the time 
of death. Such items as rent, taxes, servants’ wages, electric and telephone bills 
all continue into the period of estate administration. 


Generally speaking, these charges are treated as expenses of the estate 
for a reasonable period of time. A month is often regarded as a normal 
period for charging such payments against the estate, but it will be readily 
understood that this factor can vary, depending upon the individual estate 
situation. 


The executors cannot arbitrarily make up their own minds what expenses 
shall be charged to an estate and what shall not. They must be guided by 
tax regulations and by the requirements of the law. In general the tax 
authorities will allow fair and reasonable expenses of the estate to be deducted 
in computing income, estate and inheritance taxes, but if executors undertake 
to make execessive payments out of the estate, the tax authorities will with- 
hold approval. 

Before making payments, the executors must also take into consideration 
the amounts of cash available in the estate. They must be satisfied that all 
proper claims of creditors can be met. If the executors erroneously make 
payments that later prove to be improper, they are responsible and must 
make good to the estate. 


Family Exemption 


The need for immediate cash for payment of living expenses has been 
recognized in Pennsylvania by allowance of a “Family Exemption” of $750. 
Where cash is available, the executors are specifically authorized to pay 
part or all of this amount for the benefit of the immediate family (spouse 
or children), notwithstanding claims that may be outstanding against the 
estate. This provides some leeway, even in the smallest estates, for assuring 
the care and comfort of the family. Of course, in larger estates the Family 
Exemption is not as important. 


Funeral, Medical and Household Bills 


The executors will arrange for payment of bills of the deceased. How- 
ever, in the estate of a married woman, if a husband survives, and if in her 
will there is no clause directing payment of her debts, then under Pennsyl- 
vania law it is the husband’s obligation to pay such expenses, and the executors 
are required to seek payment from him. 





Reproduction of a page from the ‘Handbook of Estate Administration,’ which Girard 
officers give to both new staff members, to co-fiduciaries and heirs who express interest. The 
rest of the brochure’s 20 pages describe the steps required from probate through distribution, 
and how a modern fiduciary meets them. 
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Entrance to private estate planning offices: prelude to organization 
of personal affairs for effective and economical administration. 


are not as knowledgeable about estate 
settlement as we are. 


13. As to investments: 
A. “They’re too conservative.” 
B. “Why no income or so little?” 


C. “Why did they sell the securities 
that Uncle Joe had held for 
years? 

D. “Why did they hold those low- 


return bonds?” 


E. “All the securities they sold have 
gone up.” 


F. “They should have got a lot more 
for that piece of real estate they 


sold.” 


Some of the questions about invest- 
ments may have merit. Are we always 
careful to avoid the meat-axe approach 
when there is no threat of insolvency or 
other pressing reason for wholesale 
liquidation ? 

Certainly no sensible person can 
blame us for getting cash in hand 
promptly to meet estimated debts, ex- 
penses, taxes and cash bequests or, for 
that matter, for liquidating speculative 
securities beyond this point. If the will 
gives broad powers or the distributees 
can approve, why not consider retain- 
ing the rest of the portfolio? Immediate 
liquidation of other satisfactory securi- 
ties which are not favorites in your 
trust department should be done only 
where there is good reason or where 
the interested parties are entirely agree- 
able. We are all familiar with the senti- 
mental attachment which people have to 
investments held over the years. Dis- 
turbing them unnecessarily can be like 
lighting a match near the magazine. 


If the will permits or the residuary 
legatees so desire, do we consider using 
unneeded cash being held in reserve to 
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buy investments for 
later distribution in 
kind? If we think 
of the estate as a 
group of assets in 
transition rather 
than exclusively as 
a sacred. entity gov- 
erned by rules of its 
own, the results in 
good performance 
and good will may 


surprise us. 


Can we not use 
some imagination 
also in handling 
cash raised for fu- 
ture taxes and ex- 
penses? Even if an 
executor is not supposed to invest,* U.S. 
Treasury Bills due in ninety days or less 
offer a minimum risk and often produce 
in the neighborhood of two per cent 
(currently a good bit more) for the 
estate. Beyond the money return, the 
beneficiaries often appreciate the trouble 
you take on their behalf in buying these 
or similar items. Savings funds or time 
deposits may be possibilities for use of 
temporarily uninvested cash in some 
states. Whether the beneficiaries are 
grateful or not, such procedures will 
reduce the criticisms directed at us — 
an end which certainly justifies the 
small outlay of time involved. 


14, “Their fees are too high and why 
did they hire that expensive lawyer 
if they know so much about settling 
estates?” 


All through the above discussion, we 
have been working by acts and attitude 
to impress on our customers the value 
of our service as executor. We would do 
well also to build up the value of the 
lawyer's services. We want the benefici- 
aries to be satisfied with the complete 
job, which obviously includes that done 
by counsel. In the preliminary discus- 
sion, the trust company’s schedule of 
charges should be stated and mention 
should also be made of the nature of 
counsel’s services and the fact that he 
will present a bill. Providing an early 
estimate of the estate expenses, includ- 
ing counsel fee as well as our own 
charges, also will be helpful in correct- 
ing any false impression as to these 
items and avoiding any misunderstand- 
ings with regard to them. If you are 


*Recent decisions in Massachusetts regarding 
uninvested funds held in a terminated trust and 
in Kentucky regarding idle cash in an estate sug- 
gest that in many jurisdictions there is a duty to 
invest — New England Trust Co. v. Triggs, 
6/15/56; Peoples State Bank and Trust Co., ete. v 
J. J. Hodgkin et al, Kentucky Ct. App. 2/17/56. 


convinced that both commission and 
counsel fee are proper and if both the 
estate and the interested parties are well 
handled, there seldom will be serious 
objections to these expenses. 


How’s the Background Music? 


The preceding discussion has been 
essentially defensive—how to counter 
criticism or how to avoid it. On a 
broader public relations level, what can 
be done to create an atmosphere where 
a critical attitude is less likely to take 
root? 


Basically, we can assume that our 
standards of integrity are of the high- 
est, that we adhere to them rigidly and 
that we therefore have a reputation for 
honest dealing. It would be a rare trust 
institution that did not justify these as- 
sumptions. 


This negative attitude then must arise 
principally from the way we look, talk 
and act. Those are the factors we all use 
in appraising another person and they 
seem equally applicable to us as the 
representatives, or often the personifica- 
tion, of the trust institution serving as 
executor. 


As to looks: Are our quarters attrac- 
tive, uncrowded and well-lighted? Does 
it look as if the trust department was 
well-regarded by the management? We 
are, of course, handsome and _ well- 
groomed but how do our desks look? 
No one wants to visualize his problems 
at the bottom of a disorderly pile of 
papers. Do our secretaries give an im- 
pression of unobtrusive efficiency? Is 
there an atmosphere of privacy where 
the early conferences are held? 


As to talk: We are all aware of the 
importance of the early impressions and 
of the desirability of being thoroughly 
well-informed as to the facts we are sup- 
posed to know, particularly the terms of 


the will. We all try to convey an im- 
pression of competence without un- 
pleasant self-assurance, of authority 


without arrogance, of helpfulness with- 
out servility. By listening to ourselves 
as well as talking, most of us could im- 
prove ourselves in these departments. 
As to our actions: Do we have in 
mind that the layman is usually wary 
and on the defensive when talking to 
an expert? Are we as ready as we 
should be to leave our desks for con- 
ferences in homes or other offices? In 
reviewing the terms of the will with the 
family and assembling the facts needed 
to commence the administration we will 
do well to let them talk out their prob- 


(Continued on page 512) 
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DOCTOR OF SHIPS 


Rick Bruhn specializes in preventive “medicine.” 

Rick is the Mobil marine engineer in Hong 
Kong. His counterparts work in every major 
Free World port—more than 400. 

As you trust the skill, training and experience 
of your doctor, so do the men who know marine 
machinery trust the Rick Bruhns to diagnose 
their ships’ needs and prescribe the right fuels 
and lubricants. 

Mobil know-how created the first and most 
comprehensive service of this kind. It helps as- 
sure that goods you send or receive move without 


SOCONY MOBIL OIL COMPANY, INC. 


Leader in lubrication for 91 years 








delay—that as a passenger you arrive and depart 
on schedule—that every voyage is a Bon Voyage. 

This master’s touch in oil services the world’s 
mightiest warship, the world’s fastest boat, every 
flagship of every leading ship line, two-fifths of 
all the world’s freighters. It was the choice for 
the maiden voyage of the first atomic-powered 
submarine. 

K OK * 

For more information about these doctors of 
ships, write to Room 2400, Socony Mobil Oil Co., 
Inc., 150 East 42nd Street, New York 17, N. Y. 























Program for Annual Meeting 


Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 
American Bar Association 


The Waldorf-Astoria, New York, July 12, 1957 


9:30 A.M. 


“Abandoned or Vacated Rights of Way — Problems of Title and 
Marketability” — Willard L. Eckhardt, Columbia, Mo. 

“Effect of Rights of Entry, Reverter and Restrictive Covenants on 
Marketability of Title’ — John C. Payne, University, Ala. 

“The Disposition of Oil and Gas Interests” — Cecil N. Cook, 


Houston, Tex. 


“New Developments in Zoning” — Allison Dunham, Chicago, Ill. 


2:00 P.M. 


“Constructive Trusts in Probate Proceedings” — Paul E. Iverson, 
g 


Los Angeles, Cal. 


“Estate Planning 1957 — The Lawyer Quarterback” — Harrison 


F. Durand, New York, N. Y. 


“Taxation of Parents on Trust Income Paid to Children” — 
William K. Stevens, Chicago, Ill. 

“The Trustee, The Stock Market and The Measure of Damages” 
— Daniel G. Tenney, Jr., New York. 


6:00 P.M. 


Annual Reception and Dinner at New York University Law Center, 


Washington Square. 


Grosvenor House, London, England; July 26, 1957 
9:00 A.M. 
“Public Control of Land” — R. E. Megarry, Q. C., Lincoln’s Inn. 


10:00 A.M. 
“The Bread and Butter Practice of the Average Solicitor” — 
Edward F. George, Esq. 





New Common Trust Funds 


The first Common Trust Fund in 
Mississippi was established by First Na- 
tional Bank, Jackson, on January 15, 
1957. It is officially a Legal fund, but 
since Mississippi has the Prudent Man 
Rule, investments will be managed at 
the discretion of the trustee. As this 
issue goes to press the fund has already 
passed the quarter million mark. 


A discretionary Common Trust Fund 
was established by the First National 
Bank of Miami, Fla., on April 30, 1957. 

Funds established in 1956 and not 
previously reported in T&E include: 


Institution Date Type* 
Bank of New York, “B” 1-31-56 F 
Merchants Trust Co.., 

eunct, Ind... 8 1-56 L 
Northwestern National Bank, 

Minneapolis, “C” 8-31-56 D 
First National Bank, 

Greenvaie, 5. C. 9-10-56 E, 
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Marine Midland Trust Co. of 


Central N. Y., Syracuse _.. 12- 3-56 L 
Citizens & Southern National 

Bank, Atlanta 12-11-56 L 
*Code F—fixed income; L—legal; D—dis- 
cretionary. 


A A A 


PBA CONVENTION PROGRAM 
APPEARS IN UNIQUE FORM 


The program for the May 8-11 annual 
convention of the Pennsylvania Bankers 
Association had a unque cover design — 
with the compliments of Hotel Bruns- 
wick, Lancaster, Pa. It represented one 
of the hotel dining room’s place mats, 


decorated in color with pictures to il-. 


lustrate such Pennsylvania Dutch say- 
ings as “Papa’s on the table and half 
et already,” “Sarah spritzes the lawn,” 
“Rachel’s busy snitzing apples” and 
“Throw Papa down the stairs his hat.” 
Inside, the business sessions were listed 
on one page and the entertainment pro- 
gram opposite. 


Southwestern Graduate Schoo! 
of Banking Created 


A new school for bankers — the 
Southwestern Graduate School of Bank- 
ing, at Southern Methodist University 
has been formally approved by the 
Board of Directors of the Dallas Clear- 
ing House Association. 


The school will schedule classes for 
bankers for two weeks during summer 
months, along lines similar to those of 
other graduate schools of banking at 
Rutgers University, the University of 
Wisconsin, and Louisiana State Uni- 
versity. The opening session is planned 


for 1958. 


A special committee was appointed 
by the Clearing House Association to 
implement its resolution. Members are 
Eugene McElvaney, chairman, senior 
vice president of the First National Bank 
and chairman of SMU’s Board of Trus: 
tees’ Executive Committee; Milton 
Brown, president of the Mercantile Na- 
tional Bank, and DeWitt Ray, senior vice 
president of the Republic National Bank. 
Southern Methodist has designated Dr. 
Richard Johnson, Professor of Eco- 
nomics and a former economist for the 
Federal Reserve Bank, to be the co- 
ordinating officer in setting up the pro- 
gram. 

At the suggestion of Fred F. Florence, 
president of the clearing house associa- 
tion, a formal invitation is to be ex- 
tended to the Texas Bankers Associa- 
tion and other state bankers associations 
in the Southwest to add their sponsor- 
ships to the new banking school. 


A A A 


Bank-College Conference 
in Boston 


A one-day Bank-College Conference 
was held April Z3rd at the Parker 
House, Boston, with Boston commercial! 
banks as hosts to fifty-five representa- 
tives of twenty-seven colleges in New 
England. Purpose of the conference, ac- 
cording to its chairman H. Frederick 
Hagemann, Jr., president of Rockland 
Atlas National Bank, was to familiarize 
college deans, professors and placemen 
directors with career opportunities avail 
able in commercial banking for college 
students. 


The Conference was designed, as par’ 
of a national program, both to give ob 
ject lessons of young men who havi 
found satisfying careers in banking, anc 
to provide opportunity to ask question 
and observe the actual workings throug] 
tours of the banks. 
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An Accountant Views 


PENSION PLANNING FOR SMALL ENTERPRISE 


The Money Purchase Plan - A Composite Case Study 


OR THE PURPOSES OF THIS CASE 
oF cae I shall begin with the as- 
sumption that the reader is familiar 
with the objectives of a pension plan, 
the significance of the concept of a 
“qualified plan” and the tax benefits 
which flow from such a plan.* I intend, 
therefore, to recapitulate some of the 
problems which were encountered inci- 
dental to the adoption and operation of 
a pension plan for a small enterprise 
and the manner of their solution. A 
major objective of this discussion is to 
prove that pension planning need not in- 
volve metaphysics but that instead the 
problems can be resolved with simple 
arithmetic processes. 


Alternate Available Plans 
Several types of plans might be 
deemed appropriate for the entities here 
under consideration (i.e. those with, say, 


fewer than 25 employees) : 


(a) “Level premium, deferred annuity 
contract’: Under this plan a contribu- 
tion is made to the trust in an amount 
sufficient to acquire a separate contract 
for each participant whereby the parti- 
cipant, or his beneficiaries, will become 
entitled to a specified annuity beginning 
at a specified time. 


(b) “Deposit administration” plan: 


An insurance company is designated as 
the trustee, and payments are made to 
the insurance company in such fiduciary 
capacity. The insurance company retains 
the funds, maintains an account with 
respect to each participant, credits such 
accounts with interest at a rate specified 
in the contract. Upon the retirement of 
ar employee, the insurance company ap- 
pl -s the amounts thus accumulated to 
ac \aire an annuity contract for the par- 





wo papers which I have found particularly 
il in this area are: 


ax Status of Pension Trusts: Requirements 
‘0 © Maintaining Exemption” by Samuel Alexander 
n New York University, 13th Annual Institute on 
ral Taxation (1955). 


Advantages and Disadvantages of Pension, 
Profit Sharing and Stock Bonus Plans: A Discus- 
icn,”” by Samuel Alexander in New York Univer- 


, 14th Annual Institute on Federal Taxation 
1956). 
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ican Accounting Association. He is a Lec- 
turer on Current Accounting Theory and 
Problems at the Bernard M. Baruch School 
of Business and Public Administration of 
the City College. 





ticular employee. It is apparent that 
pending the issuance of the annuity con- 
tract the insurance company is essenti- 
ally playing the role of a.savings bank; 
presumably it is doing so in order to 
retain a competitive advantage at the 
time the annuity contract is to be ac- 
quired. I understand that insurance com- 
panies generally are reluctant to enter 
into such a deposit administration con- 
tract for the small groups here being 


considered because of the limited in- 
centive there involved. 
(c) “Money-purchase” plan: This 


plan involves contributions to a trust 
predicated on some non-actuarily prem- 
ised formula, whereby the employee 
(and/or his beneficiaries) derives bene- 
fits to the extent of the accumulation in 
this fund to his credit on the benefit 
entitlement date. 


Why Money-Purchase Plan 
Was Adopted 


An important disadvantage of the 
money-purchase plan is that the amount 
of the benefits payable upon retirement 
is not determinable or fixed in advance, 
but instead is based upon the value of 
the fund accumulated for the individual 
employee. Offsetting this disadvantage, 
there are many advantages, particularly 
for smaller enterprise. Thus, a money- 
purchase plan is more flexible than any 
plan which requires the introduction of 
an insurance company. This is so by 


Society of C.P:A.’s,: 


reason of the fact that a money purchase 
plan may remain within the control of 
the employer (although this control must 
be fiduciary in nature) to the fullest ex- 
tent that the employer deems desirable. 
Thus, if the employer so desires, it may 
direct (through its Pension Committee) 
the nature of the investments to be 
made by the trust; and may designate a 
member or members of the Board of 
Directors to act as Trustee or on the 
Committee. 


If an unavoidable termination or cur- 
tailment of the plan should become ne- 
cessary, there would not result the sig- 
nificant losses which could occur if 
there were a contract (or contracts) 
with an insurer. Along the same general 
lines, in the event of the termination of 
employment of an individual employee, 
there is no loss under this plan result- 
ing from the cancellation or amendment 
of any contracts, nor is there any bur- 
den imposed upon the employee to con- 
tinue to carry on any existing contracts 
in order to avoid loss. 


Another advantage of the money-pur- 
chase plan (as will be developed subse- 
quently) is that there are no complicated 
computations required in order to de- 
termine the amount of the contributions 
or the fund values; no actuaries are 
needed and, as a matter of fact, except 
for the relatively minor fees incidental 
to the establishment of the plan, there 
need be no significant overhead what- 
soever attendant upon its adoption or 
administration. 


Another advantage which I have dis- 
cerned from the use of the money-pur- 
chase plan is that each employee is much 
more enthusiastic about the plan _ be- 
cause he can understand the basis for 
the contribution, and can see the imme- 
diate benefits flowing to him, rather than 
having to look for benefits only at age 
65 (something which younger employ- 
ees particularly are not readily able to 
foresee). Also favoring the money-pur- 
chase plan is the possibility that the im- 
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pact of inflation on the fund may be 
lessened, to the extent that investment 
permitted in equities can minimize such 
impact. Further, companies which have 
fixed annuity retirement plans generally 
find it necessary to bar older workers 
from participation in the plan, or (what 
is even worse) refuse to hire such older 
persons because of the pension plan. 
Where the money-purchase plan is 
adopted there need be no such restric- 
tion, as will also become apparent from 
the illustrative problem to be discussed. 


It is because of all of these advan- 
tages, centering about complete flexi- 
bility, that 1 have found the money- 
purchase plan to be most attractive to 
those who own and direct small enter- 
prise. As will also be shown, life insur- 
ance benefits, where desired, may also 
be obtained under the money-purchase 
plan. 


What Money-Purchase Plan 


Provides 


Herewith is an outline of the provi- 
sions contained in a particular Money- 
Purchase Plan: 


Article I — General and Administrative 
Provisions 


(a) Effective date. 


(b) Provides for Pension Committee 
to be designated by employer’s Board 
of Directors. Committee acts as ad- 
ministrative body, interprets plan, di- 
rects (in assumed situation) invest- 
ment policy of trustee, and determines 
method of disbursing benefits. 


Article I] — Participation in Plan 


(a) Each employee over age 25 who, 
as of effective date (or as of subse- 
quent anniversary date) will have 


completed more than two years of 
service is deemed to be a participant. 


(b) Excludes temporary, seasonal 
or part-time employees. 

(c) Permits participation by em- 
ployees in armed forces or others 
temporarily on leave. 


Article II] — Contribution Formula 


(a) Past Service: Provides contribu- 
tions equal to 10% of current annual 
earnings multiplied by number of 
years of service preceding year of 
plan’s adoption. This phase of con- 
tribution may be funded over period 
of years (at least ten) but any por- 
tion remaining unfunded at time of 
retirement would thereupon be funded. 


(b) Current Service: Provides con- 
tributions equal to 10% of annual 
earnings beginning with year of 
Plan’s adoption. 

(c) Contributions, when made, may 
not be revoked by employer. 


(d) Any forfeitures (from termina- 
tion of employment or otherwise) re- 
duce ensuing contributions. 


(e) Contributions on account of past 
and current service cost for principal 
shareholders limited to (say) 55% of 
the aggregate contributions by em- 
ployer for any year. 


Article IV — Management of Fund 


(a) Refers to trust provided as 
method of funding Plan. 


(b) Provides for quarterly valua- 
tion of fund to be made by trust com- 
pany in order to determine value of 
participant’s fund in event of his en- 
titlement thereto. 


Article V — Designation of Beneficiary 


(a) Each participant is permitted 
to designate beneficiary. (This phase 
should be especially communicated to 
participant inasmuch as his failure 
to avail himself of this right would 





cause payment to be made to his es- 
tate, thereby making inapplicable the 
estate tax exclusion provided by 1954 
I.R.C. Section 2039.) 


Ariicle VI — Benefits 


(a) Provides for benefits on retire- 
ment at age 65, assuming participant 
has been participant for at least 10 
years. Fund may be paid out either 
as lump sum or used to purchase an- 
nuity contract. 


(b) Provides for benefits on death, 
i.e., full value of participant’s account 
is to be paid out as lump sum. 


(c) Provides for benefits on termi- 
nation of employment other than un- 
der (a) and (b). Extent of partici- 
pant’s vested interest is stated to be 
zero in the first year of participation, 
20% for each subsequent year (with 
maximum of 100%). Payment may be 
made in the manner described in (a). 


Article VII — Rights and Obligations 
in Event of Termination 
(a) Plan may be terminated or 


amended by Board of Directors of 
employer in its sole discretion. 

(b) On termination of plan, ac- 
counts are to be thereupon fully vest- 
ed and paid out (by lump sum or to 
acquire annuity contracts). 


(c) Benefit ceilings provided by 
Mim. 5717 are set forth. 
Article VIII — Miscellaneous 


sions, including 


provi- 


(a) Employer assumes no direct 
liability, all benefits to be paid by 
trust. 


(b) Plan implies no assurance of 
continuance of employment. 


(c) No encumbrances, etc., permit- 
ted. 


What Trust Agreement Provides 


The plan and trust, while interrelated. 





Computation of Past Service Liability and Contribution to be Made for 1956 


Current Past 
%o of Stock 1956 Yrs. Prior Past Service Service Service Aggregate 
Employee Born Owned Compensation Service Liability Contribution Contribution Contribution 
(1) (2) (3) (4) (5) (6) (7) Z (8) 
A 1886 100% $30,000 20 $ 60,000 $3,000 $ 6,000 $ 9,000 
B 1901 0 20,000 20 40,000 2,000 4,000 6,000 
C 1910 0 10,000 10 10,000 1,000 1,000 2,000 
D 1912 0 5,000 5 2,500 500 250 750 
E 1916 0 3,000 3 900 300 90 390 
F 1930 0 3,000 1 4 * * * 
G 1935 0 3,000 0 “ * * * 
POT ALS 100% $74,000 -— $113,409 $6,800 $11,340 $18,140 
Notes relating to the foregoing: 
*Not eligible during 1956. 
Column (1)— Years of birth are included here because they inlicate normal retirement ages, and conceivably funding of past service 


liability. However, in calculations above, date of birth and normal retir2ment dates do not affect contributions, inasmuch as funding of past 
service liability is predicated on a one-tenth contribution for each participant. 
Column (5)— Represents 10% of 1956 compensation (column 3) multiplied by years of service through 1955 (column 4). 
Column (6)— Represents 10% of 1956 compensation for eligible participants (i.e. those with at least two years of service). 
Column (7)— Represents one-tenth of Aggregate Past Service Liability, inasmuch as it was determined to fund one-tenth thereof at 


this time. 


In foregoing computations contribution in behalf of A does not exceed outside limit (55%) set in Plan, hence, no adjustment is re- 
quired. If amount computed in table above had exceeded critical limit, t’1en contribution on account of A’s past service cost would have abated 


to extent necessary. 
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are nevertheless two separate instru- 
ments. Thus, the former is, in the instant 
situation, a unilateral declaration requir- 
ing the mere resolution of adoption by 
the employer’s Board of Directors (and, 
therefore, may be modified in a similar 
manner) whereas the trust implies an 
accord between the employer and the 
trustee, and therefore requires negotia- 
tion. Hence, the failure to negotiate 
such a trust agreement before the end 
of the employer’s taxable year would 
abort the accrual of the pension cost 
for that taxable year. 


The trust agreement in this case con- 
tains Articles to the following effect: 


I— Corporate trustee will receive 
such contributions paid to it by em- 
ployer, but is not responsible for col- 
lection thereof. 


II — Corporate trustee is authorized 
to act (wherever appropriate) on com- 
munication from secretary of Pension 
Committee created by Plan. 


III — No portion of trust fund may 
be used for purposes other than for 
exclusive benefit of participants in 
plan or their beneficiaries. 


IV Corporate trustee’s powers are 
enumerated on very broad basis. 


V — Permits investment by trustee 
in securities of employer to limited 
extent. 


VI — Powers enumerated in Article 
IV may be exercised by trustee only 
if, when, and in manner directed in 
writing by Committee. 

VII— Provides for payment of 
costs, including compensation of cor- 
porate trustee. These costs may be 
disbursed without prior approval from 
Committee or company. 

VIII — Trustee is required to eval- 
uate trust fund quarterly. 

IX — Company is to advise trustee 
of composition of Committee and 
changes therein. 

X — Trustee is not liable except for 
negligence, willful misconduct or lack 
of good faith. 


XI— Provides for resignation or 
removal of trustee. 


XII — Agreement may be amended 
by company, but no amendment shall 
increase or expand duties of corporate 
trustee without its consent, nor shall 
iny amendment be contrary to Article 


itl. 
XIII — Provision for termination. 
XIV — Legal situs of trust. 


XV — Neither trust fund, nor bene- 
‘its under plan, shall be subject to 
zarnishment, levy, etc. 


XVI — Title of trust. 


XVII — Provisions relating to exe- 
cution and protocol. 


Of course, the actual form of the 
agreement in any particular case would 
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The Service Man— 
how fieldmen spark HOME service 


Your agent or broker of The Home Insurance Company 
has at his command an army of assistants—thousands of 
skilled insurance people using the most modern methods 
to serve you, the policyholder. 


The Home fieldman is the link between your agent and 
every resource of the Company. He is a man of many 
talents. By his safety recommendations, countless lives 
and millions of dollars of damage have been saved. He 
helps your agent help you in many ways. 


It pays to buy the best—Home Insurance—from the man 
best qualified to serve you—your agent or broker of 
The Home Insurance Company. 


See your HOMEtown agent now. 


Srsurance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE « AUTOMOBILE « MARINE 
The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
A stock company represented by over 40,000 independent local agents and brokers 
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be dependent on the circumstances and 
the wishes of the trustee and the com- 
pany working through their respective 
counsel, 


Application for Advance Approval 


An advance ruling or an advance de- 
termination from Internal Revenue, that 
the trust created pursuant to the Plan 
is exempt under the applicable provi- 
sions of the Code, is not required for a 
qualified plan. However, because of the 
added assurance which such a determin- 
ation gives, it is desirable to apply for 
same from the local District Director of 
Internal Revenue. The procedures inci- 
dental to such a request are not complex, 
and are spelled out in Rev. Proc. 56-12, 
I.R.B. 1956-21, 31. There is required to 
be submitted the following: 

Verified copies of plan and trust 
agreement. 


Affidavit from corporate officer 
spelling out character and purposes of 
plan and trust and other factors af- 
fecting entitlement of plan and trust 
to qualified status. 


Data relating to participants (with 
respect to 25 highest paid only if there 
be more than 25). These data, gener- 
ally, are those set forth in the compu- 
tations above, with the following fur- 
ther information: Aggregate compen- 
sation of participants and all employ- 


ees; contributions under other plans of 
the company and to be made under 
this plan. 


Data relating to number of employ- 
ees by categories as follows: seasonal 
and part time employees, those with 
inadequate years of service, those who 
are under-age or over-age; those ex- 
cluded for other reasons, number cov- 
ered by plan, and aggregate number 
of employees. 

The Pension and Exempt Entities 
Group attached to the District Director’s 
office will, in a short time (amazingly so 
in view of their work schedules) study 
the plan and, if necessary, arrange a 
meeting with the company’s representa- 
tive. Where necessary, suggestions for 
amendment will be made, and when 
made (retroactive, if need be) the ad- 
vance determination will issue. If the 
advance ruling is favorable and if, upon 
examination of the annual returns of the 
company the contributions are within 
the limits of the Code, and are “ordinary 
and necessary,” then such contributions 
will be allowed as a deduction from 
gross income. 


Ceiling on Deduction 
Generally speaking, ceilings placed on 
the deductibility of contributions in any 


year, which are pertinent to the plan 
here under discussion, are: 
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REFERENCE: MANUFACTURERS NET TONAL BANK OF DETROIT 





gos over 50 years we have been 
appraising and purchasing estates 
from banks and trust companies 
throughout the U.S. For an im- 
mediate cash transaction or an in- 
telligent estate appraisal, send your 
merchandise directly to us, or the 
Manufacturers National Bank of 
Detroit. In cases of extremely 
valuable estates we will arrange an 
appraisal at your offices. You know 
you can rely on one of the nation’s 
older jewelry firms. 
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HOW INSURED PENSION PLANS 
HAVE GROWN 





Number of Plans in force 
at end of year 


1940 k 1,530 


1945 BEI 6,700 
1950 BHEBED 11,250 
1956 HBEBEBEEBE 20,780 


Number of Persons covered 
{in millions) 45 








1940 1945 1950 1956 


Institute of Life Insurence 














(a) An amount equal to the current 
service cost plus one-tenth of the ag- 
gregate past service liability 

or 

(b) The aggregate past and current 
service cost for each participant 
spread over the years remaining to 
the normal retirement dates of the 
respective employees (with certain 
subsidiary limits thereunder). 


Any excess contribution (generally 
because of an overplus of past service 
funding) may be carried forward to a 
year (or when the allowable 
limits have not been met by contribu- 


tions. 


years ) 


When an employer claims a deduc- 
tion for contributions under a qualified 
Plan, the data called for by Regulations 
Section 1.404(a)-2 are required to be 
furnished. This information, broadly 
speaking is consistent with the data 
required to be filed for an advance 
ruling. 

What About Exempt Trust? 

The trustee is required to file an an- 
nual information return Form 990P. On 
the basis of this return (presumably) 
the District Director will determine 
whether a so-called prohibited transac- 
tion had been entered into (thereby an- 
nulling the tax-exempt status of the 
Trust) or whether the tax on Unrelated 
Business Income is required to be as- 
serted in situations where such taxable 
income exists. 

The prohibited transaction concept 
was first introduced into the pension 
orbit by the 1954 Code. Generally, the 
term is applicable to a transaction be- 
tween the trust and the employer which 


(Continued on page 507) 
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PREVIEW OF ESTATE ADMINISTRATION 


JOSEPH F. NELAN 


Vice President and Trust Officer, El Paso (Tex.) National Bank 


HAVE LONG SINCE CONCLUDED THAT 
- trust officer is the one who gains 
most from an Estate Planning Council, 
not only because of the regular oppor- 
tunity to hear discussions at the meet- 
ings, but also because of the personal 
contacts with fine men of the team who 
approach their particular specialty on a 
high professional basis. I know of no 
better method for the busy trust officer, 
particularly in the relatively small de- 
partment, to extend himself beyond his 
physical and mental capacities than by 
cooperating in Estate Planning Council 
activities. I freely give credit to the men 
of the team for considerable trust busi- 
ness; it is not a mere coincidence that 
the gratifying growth of our department 
dates from the time of the establishment 
of an Estate Planning Council in our 
city. 

Whichever member of the team initi- 
ates the plan, he follows the course that 
leads eventually to the attorney’s office 
if, in fact, the attorney has not himself 
begun the train of events. Enroute the 
life insurance man, the trust officer, or 
the accountant has picked up the other 
two and a composite of pertinent data 
is now at hand for the attorney to bring 
his special talents to bear to produce 
instruments that are legally sound and 
clearly drawn. The trust officer takes on 
an important role at this point, because 
he is to live with the instrument for a 
long time to come. He should scan the 
results carefully before execution of the 
instrument and determine out of his ex- 
perience that there is nothing which 
would handicap him in giving full and 


coniplete service, at the same time main- 
aining happy relations with all con- 
eerned in the will. Here are a few clauses 
ho! have plagued me from time to time. 


Troublesome Clauses 
provision that places responsibility 
he burial on the corporate executor 
‘ten ineffectual. In practice, the 
CO'oorate executor does not have the 
wi. or the death does not immediately 
cone to his attention and the funeral 
has taken place with burial in a place 





mmary of address before February meeting of 
te Planning Council of Mississippi. 
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different from that directed in the will. 
Burial instructions should, if possible, 
be made the subject of a letter or memo- 
randum separate from the will, addressed 
to a near relative or close friend. 


If a duty of the trustee is to continue 
until a condition changes, such as the 
distribution of income to a widow until 
her remarriage, the instrument should 
specify what shall constitute proper no- 
tice to the trustee of the event and 
should direct that the trustee will be 
saved harmless in acting in good faith 
before proper notice is received. 


The requirement that personal receipts 
for distributions shall be taken from the 
beneficiaries makes it difficult for the 
bank trustee to deposit regular distribu- 
tions to the credit of the beneficiaries 
checking account. 


Once a corporate trustee is decided 
upon, limitations on its investment au- 
thority should be discouraged. It would 
seem that in the majority of estates, it 
should be given authority to operate 
under the prudent man rule. 


If taxes are to be paid from the resid- 
uary estate, the specific bequests may 
substantially use up the assets so that the 
family is not amply provided for. For 
the same reason, specific bequests ought 
to be stated in percentages of the es- 
tate rather than in dollar amounts. 


Personal belongings should be spe- 
cifically bequeathed so that the execu- 
tor is not put to the necessity of selling 
them and running afoul of the opinions 
of beneficiaries as to their value; senti- 
ment usually attaches an exaggerated 
value to such items. 

1 do not feel that in each instance 
the thinking of the entire team need be 
brought to bear on a problem. In most 
cases any one member of the group, 
upon discovering that no will exists, can 
serve his customer or client merely by 
referring him to his attorney to have 
the will drawn. I believe that the smal! 
property owner is worthy of our indi- 
vidual attention if he does not neces- 
sarily require our collective considera- 
tion, Estate Planning in many instances 
on a team basis would not only be im- 


practical, but would probably frighten 
the prospect to death. 


But there is need for consideration by 
the entire team when an estate includes 
a diversity of assets, not necessarily of 
tremendous value, but sufficient to make 
the estate subject to taxation and to 
raise serious questions regarding ap- 
propriate distribution. First, we will de- 
termine what it will cost such an indi- 
vidual to die, and then the method of 
raising the required cash must be de- 
termined. What assets shall be disposed 
of to pay death costs? Will his insur- 
ance be required to pay these costs, or 
will it be desirable to exercise some of 
the available options? The actual and 
probable needs of his family are to be 
considered. Should the widow be given 
a life estate? What about principal en- 
croachments for her and the children, 
especially for their education? Should 
the sons be assisted to enter business? 
When the daughters marry should homes 
be purchased for them? 


Lifetime Planning 


That is planning for the time after 
death. What about lifetime planning? 
Are contributions to charity of one sort 
or another indicated? Should advantage 
be taken of the gift tax exemptions and 
exclusions by gifts in lifetime? Would 
it be well to pay some gift taxes to re- 
duce the estate further? Should the 
short-term trust be utilized? 


There is no set formula and, indeed, 
we should avoid endeavoring to set 
formulae for this very varied activity. 
The way of the formula is the way of 
least the trend in 
trust business today to continue small 
businesses rather than to devise means 
of liquidating or selling them on death. 
Often the principal assets of a man is 
his small business, whose liquidation or 
sale will deprive the family of a depend- 
able source of income which can not 
be replaced by investment of the pro- 
ceeds. We cannot advocate the continu- 
ance of small business at all costs, but 
we should keep an open mind and lean 
to the continuance of the business if 
that seems practical. 


resistance; witness 
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For Public Auction Sales 
throughout the United States 
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Write for information 
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Periodic review of the will is a duty 
that in the nature of things might best 
be assumed by the trust officer and the 
lawyer, but each member of the team 
can round out his service beyond the 
period of planning and execution of the 
will by watching for and calling the 
testator’s attention to those happenings 
which make a review and probable re- 
vision imperative, such as changes in 
the family, life expectancy, marital 
status, business, financial situation of 
beneficiaries as well as estate owner, 
and of course taxation. 


Sometimes when reading an article 


or a speech on estate planning I have 
visualized a group of grim-faced and de- 
termined men marching in battle array 
upon the problem at hand, men who 
seem to have lost the common touch. | 
am sure both the writer and the speaker 
from whom I got such impressions 
would not prove to be quite so formid- 
able either in his own personality or his 
thinking regarding estate planning. But 
the point is that as we do our parts in 
this work we should keep our minds 
open so that, in sympathy and under- 
standing, they will be attuned to the 
objectives of each other and of the 
people we serve. 





Estate Planning Council Activities 


Los Angeles — At the April 22 meet- 
ing “California Trend” was discussed 
by Walter J. Braunschweiger, executive 
vice president of the Bank of America. 


East Bay — Some 500 investors, busi- 
ness operators and other property own- 
ers attended the Second Annual Con- 
ference on Estate Planning conducted by 
the Council with the assistance of local 
banks, brokerage houses, chambers of 
commerce and life underwriter and ac- 
countants’ organizations. A series of im- 
portant estate planning subjects were 
treated in five sessions as follows: 


1. Lifetime property management, 
types of advisors available and serv- 
ices they perform, valuation of busi- 
nesses, good will and buy-sell agree- 
ments. 


2. Investments and investment ob- 
jectives, types of investments, me- 
chanics and problems. 


3. Transfers of property, tax con- 
siderations in transfers, joint ten- 
ancies, life insurance ownership, how 
to make gifts, taxes on gifts, life 
estates remainders and reversions and 
insurance settlement options, 


4. The use of trusts, including 
benefits, costs, selection of trustee, tax 
considerations, short and long term 
trusts. 


5. Wills and related subjects: care 
of minors, estate splitting, disposition 
of business interests, different busi- 
ness forms, contingencies and recent 
changes in laws. 


The subjects were discussed by a panel 
consisting of: Gordon C. Maxson, 
C.L.U.; Franklin C. Stark, tax attorney; 
and David K. Gilmore, attorney; sup- 
plemented by guest panelists Kenneth 
W. Hufford, C.P.A.; F. H. LaVigne, 
trust officer and assistant vice president, 
American Trust Co.; and James F. 


Morris, registered representative, New 


York Stock Exchange. 


Central Florida — At the April 18 
meeting, Alvin R. Snider, a Geo. F. 
Brass associate, presented “The Ap- 
praisal of Real Property”. 


East Coast, Fla. — “Working To- 
gether — Yesterday, Today and To- 
morrow” was the topic of an address at 
the April 26 meeting by James C. Shelor, 
vice president of Fulton National Bank, 
Atlanta. Mr. Shelor is a member of the 
Georgia and American Bar Associations 
and was formerly instructor in wills and 
trusts at the Atlanta Law School and the 
University of Georgia. 

Hawaii — “Analysis of Financial 
Statements” was the subject discussed 
by David Gillette, C.P.A., at the April 
25 meeting. 


Des Moines — On April 1, Prof. 
Samuel M. Fahr of the State Universit) 
of lowa College of Law spoke on “Teach.- 
ing Estate Planning.” Interest in the 
subject prolonged the question period 
that followed to a full hour. 


Baltimore — “Planning of the Estate 
of the Corporate Executive” was the 
subject presented at the April 25 meet- 
ing by Denis B. Maduro, New York at- 
torney and author. 


Detroit — “Typical Estate Planning” 
was discussed by Detroit attorney, 
Darryl M. Coon at the April 30 meeting. 


Jackson, Miss. — Associate Justice 
Robert G. Gillespie of the Mississippi 
Supreme Court spoke at the April 30 
meeting on “Estate Planning from a 
Non-Technical Standpoint.” He said that 
judgment, common sense and the aware: 
ness of basic traits of human nature all 
have a bearing on estate planning, that 
wills should be as simple as _ possible, 
and that a trust should not be created 

(Continued on page 450) 
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Another reason why more and more bankers are turning to 
Manufacturers Trust Company 


If you wish to buy or sell any types of United States Government, State 
or Municipal securities, we can help you. 


Other Correspondent Bank Services 


* Bond Portfolio Analysis 


* International Banking Service in 153 
countries 


* Personal and Corporate Trust Service, 
including Pension Plans, Dividend 
Payments and Other Related Services. 

* Up-to-the-Minute Credit Information 

* Surveys and Recommendations on Bank 
Operations 

* Around-the-Clock Transit Service 

* Domestic and World-wide Collections 

* Group Life Insurance and Pension Plans 

* Excess Loan Participation 


Manufacturers Trust deals in these securities at net prices. We also 
are members of the selling group for Government Agency bonds when- 
ever new issues are offered. 


Securities purchased for our correspondent banks may be placed in 
safekeeping with us without charge. Shipping costs are thereby elim- 
inated, and the securities are always available for immediate sale and 
credit to their accounts whenever funds are needed quickly. 


EE ES NS ey 


Why not check prices with us whenever you are in the market to buy 
or sell bonds? 


Head Office: 55 Broad Street, New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 


Call HAnover 2-7182 and reverse the charges or use the Bank Wire, call letters NMFR 
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Liability of Trustees for 


INHERITANCE TAXES OF FOREIGN STATES 


JOSEPH C. GROSS 


Assistant Trust Officer, Chicago Title and Trust Company 


N 1946 THE CouRT OF APPEALS OF 

Missouri challenged the centuries-old 
doctrine that “one country will not en- 
force the revenue laws of another” as 
being inapplicable to a union of states 
such as the United States.' That the 
states are recognizing the need for co- 
operation in enforcing tax laws is evi- 
denced by the fact that since the Mis- 
souri decision seventeen states have 
adopted statutes authorizing the use of 
their courts by other states for actions 
to collect taxes provided similar comity 
is extended.” Three states had previously 
enacted such statutes.® 


Trustees are concerned with this prob- 
lem in so far as it affects the administra- 
tion of trusts where the deceased settlor 
of a living trust, or the deceased donee 
of a power of appointment, is a non- 
resident of the state in which the trust 
is administered. If there are insuffici- 
ent local assets in the estate of the de- 
ceased settlor or donee to pay the in- 
heritance tax of the domiciliary state, 
the question arises whether such state 
can collect the tax from the trustee. 
Trustees can expect this question to 
occur with greater frequency in the fu- 
ture owing to the large number of 
powers of appointment which have been 
created under marital deduction trusts. 


Enforcing Collection of Tax 


The uncertainty of the status of the 
law concerning the enforcement of an- 
other state’s revenue laws is well illu- 
strated by the views expressed by the 
American Law Institute: 


“No action can be maintained by a 
foreign state to enforce its license or 
revenue laws, or claims for taxes.’ 


This statement was deleted in 1947 
and the following was substituted: 


This article is based upon a thesis submitted in 
1956 in partial fulfillment of the requirements of 
the Graduate School of Banking. 

1State ex rel. Oklahoma Tax Commission v. 
Rodgers (1946) 238 Mo. App. 1115, 193 S.W. 2d 
919, 165 A.L.R. 785. 

*Ala., Ark., Ind., Kan., Ky., La., Me, Md., 
Mich., Minn., N. H., Ore., S. Dak., Tenn., Va., 
Wash., Wis. 

8California, North Carolina, Oklahoma. 


4Restatement of the Law of Conflict of Laws, 
1934, par. 610, Comment c. 


dt 


“Caveat: The Institute expresses no 
opinion whether an action can be 
maintained by a foreign state in a 
claim for taxes.”5 


In giving the reason for the change 
the Institute observed, “If a position 
were to be taken it would seem more de- 
sirable to state a view contrary to that 
in Comment c.’® 


Action Based on Statute 


New York in a series of decisions has 
held to the view that its courts cannot 
be used for the collection of taxes due 
other states and has announced its 
public policy is not to enforce the reve- 
nue statutes of other states.* 


Delaware declared that the acceptance 
of jurisdiction of cases involving the 
tax statutes of other states was a matter 
which concerned the public policy of 
the state and should be left to the de- 
termination of the legislature.® 


In a well reasoned opinion the Mis- 
souri court in the Rodgers case stated 
the doctrine of non-recognition of for- 
eign revenue law had been applied to 
situations which were never anticipated 
by the originators of the rule. It was 
not proper, in the court’s view, to place 
revenue laws in the same category as 
penal laws which was the basis on 
which many decisions had _ proceeded. 
The various reasons advanced for re- 
fusal to enforce foreign penal laws were 
attacked by the court as being inapplic- 
able to revenue laws. The decision in 
this case received the full acceptance of 
Kentucky and Arkansas.° 


5Restatement of the Law, 1948 Supp., p. 174. 
®Restatement , 1948 Supp., p. 175. 


7Colorado v. Harbeck (1921) 232 N.Y. 71, 133 
N.E. 357; In re Bliss’ Estate (1923) 121 Misc. 773, 
202 N.Y.S. 185; Moore v. Mitchell (1929) 30 F. 
2d 600 (C.C.A.N.Y.); In re Martin’s Estate (1930) 
136 Mise. 51, 240 N.Y.S. 393, affirmed (1931) 255 
N.Y. 359, 174 N.E. 753; Wayne Co. v. American 
Steel Export Co. (1950) 277 App. Div. 585, 101 
N.Y.S. 2d 522. 


8City of Detroit v. Proctor (1948) 44 Del. 193, 
61 A. 2d 412. 


*State of Ohio v. Arnett (1950) 314 Ky. 403, 234 
S.W. 2d 722; State of Oklahoma ex rel. Oklahoma 
Tax Commission v. Neely (1955 Ark.) 282 S.W. 2d 
150. 


The United States Supreme Court has 
said whether one state must enforce the 
revenue laws of another remains an 
open question in that court.!° 


It was thought when the United States 
Supreme Court granted certiorari from 
the decision in State of California ex 
rel. Houser v. St. Louis Union Trust 
Co."' that an answer to this question 
would at last be forthcoming. California, 
by its Attorney General, brought an 
action in Missouri against the trustee 
under an indenture, made in Missouri 
by one domiciled in California at the 
time of her subsequent death, to ‘recover 
the amount of a deficiency in payment 
of an inheritance tax claimed to be due 
from decedent’s probate estate in Cali- 
fornia. The trial court followed the Rod- 
gers decision and allowed recovery. The 
St. Louis Court of Appeals reversed the 
judgment on the theory that the right 
to levy an inheritance tax was tied to- 
gether with a prescribed statutory rem- 
edy available only in California, there- 
fore the right was not transitory. 


The Missouri Supreme Court refused 
to grant a transfer from the Court of 
Appeals. Then followed the application 
for certiorari which was granted by the 
United States Supreme Court. In_ the 
argument before the Court, California 
relied strongly on the contention that 
the construction by the Missouri court 
that the tax statutes were intransitory 
constituted a denial of full faith and 
credit to the foreign statutes involved. 
Unfortunately, California had not raised 
this constitutional question in its appli- 
cation to the Missouri Supreme Couri 
for transfer from the Court of Appeals. 
The United States Supreme Court there. 
upon dismissed certiorari as having 
been improvidently granted.'* Thus the 
opportunity for a decision on the merits 
was lost.'* 


10Milwaukee County v. M. E. White Co. (1935) 
296 U.S. 268, 56 S. Ct. 229, 80 L. ed. 220. 

11(1953 Mo. App.) 260 S.W. 2d 821; certiorari 
granted (1954) 348 U.S. 808, 75 S. Ct. 22, 99 L. ed. 
638. 


12(1955) 348 U.S. 932, 75 S. Ct. 354, 99 L. Ed. 
731. 
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\lthough denying California the 
rizht to sue for an inheritance tax be- 
cause of the local-remedy provision, the 
Missouri court reaffirmed its opinion 
that the Rodgers case was soundly ruled 
and said: “There should be no absolute 
bar to extraterritorial suits by states to 
collect any or every type of tax from 
former residents.” 


Action Based on Judgment 


While the law may still be unsettled 
with respect to maintenance of actions 
based on statutes, the United States Su- 
preme Court in 1935, in the Milwaukee 
County v. White case, determined that 
when a tax liability has been reduced to 
judgment, such judgment must be rec- 
ognized in the courts of other states. 
The Court relied upon the full faith 
and credit clause and the federal imple- 
mentation statute as commanding such 
recognition. 


Obligations for the payment of money 
which have the effect of judgments can 
be created by the determinations of 
various officials or commissions. When 
there has been jurisdiction of the parties 
and subject matter, and the determina- 
tion or assessment becomes final through 
the failure of the person against whom 
it has been made to apply for a hear- 
ing or judicial review, or having so ap- 
plied it is sustained, it would appear 
that a new obligation has been created 
which is entitled to full faith and credit 
in a proceeding for enforcement brought 
in another state." 


Solutions to Enforcement Problem 

It is practically impossible, because 
of jurisdictional obstacles, for the tax- 
ing state to secure a judgment in its 
own forum against a resident who has 
moved from the state, or against the 
trustee in the foreign state. If a state 
is to be successful in enforcing its tax 
claims in other states, it would seem 
that service of process would have to be 
made effective beyond the state’s bor- 
ders, or the state must be permitted to 
bring an original action in the other 
jurisdiction for the liability under its 
tax statute. 


Extraterritorial and Constructive 
Service 


It has been argued that the power 


183For a discussion of the proceedings before the 
United States Supreme Court see “‘Extraterritorial 
Enforcement of Revenue Laws,” Washington Uni- 
versity Law Quarterly, Vol. 1955, June, No. 3, p. 
310. 


14Broderick v. Rosner (1935) 294 U.S. 629, 55 S. 
Ct. 589, 79 L. ed. 1100; Magnolia Petroleum Co. v. 
Hunt (1943) 320 U.S. 430, 64 S. Ct. 208, 88 L. ed. 
149; City of New York v. Shapiro (1954) 129 F. 
Supp. 149 (D. C. Mass.). 
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given to Congress to prescribe the effect 
of judicial proceedings could reasonably 
be construed to confer power to provide 
for the service and execution throughout 
the nation of the judicial process of the 
states.'° Justice Jackson expressed the 
view that implementation of the juris- 
diction of the courts of the several states 
in proper cases by requiring reciprocal 
recognition of process and regulating 
interstate venue could hardly be re- 
garded as impairing the independence 


15Walter Wheeler Cook, “The Powers of Con- 
gress Under the Full Faith and Credit Clause,” 
Yale Law Journal, March, 1919, Vol. 28, No. 5, p. 
421. 


of the judicial systems of the states.’® 
Extraterritorial service of process would, 
of course, simplify the judicial system 
and eliminate much of the conflicts of 
law, but it is probably too much to ex- 
pect this will ever be authorized. 


Constructive service statutes are al- 
most equivalent to extraterritorial ser- 
vice of process in their effect. California 
has attempted to extend the doctrine of 
constructive adopting a 
statute which requires every non-resi- 


service by 


16Robert H. Jackson, “‘Full Faith and Credit— 
The Lawyer’s Clause of the Constitution,” Colum- 
bia Law Review, January, 1945, Vol. 45, No. 1, 
p: 1, 32. 
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dent fiduciary of any estate or trust in- 
curring a tax liability to file with the 
Secretary of State a designation of a 
natural person as agent for the service 
of process, and in the absence of such 
designation service shall be made by 
delivery of the process to the Secretary 
of State.’ It is doubtful whether con- 
structive service pursuant to this statute 
would be valid in a suit against a 
foreign trustee for inheritance tax. No 
cases have been found involving a de- 
termination of the validity of process 
under this law. 


Clarification of Statutes 


Objections based on _ procedural 
grounds which have been raised in the 
past to actions brought by a state in 
another jurisdiction for a tax obligation 
could be remedied by the taxing state 
through clarification of its statutes. It 
would seem that a general statute au- 
thorizing suits outside of the state for 
the collection of tax liabilities, to be 
commenced by the Attorney General in 
the name of the state, for its benefit or 
for the use of one of its political sub- 
divisions, should satisfy objections con- 
cerning lack of legal capacity to sue, 
or that the tax statute did not authorize 
a suit outside the state. 

Some inheritance tax laws provide 
for a determination of the tax in a spe- 
cial proceeding under the supervision of 
a court or commissioner. Consideration 
should be given to including a provision 
that if the decedent left intangible prop- 
erty in a foreign state, and the tax 
thereon could not be collected from 
property within the domiciliary state. 
in such case the Attorney General would 
be authorized to commence an original 
action in the foreign state for the tax 
liability with respect to such property, 
which would supersede the customary 
special proceeding for determining the 
tax. The object would be to create a 
right which would give the state a trans- 
itory cause of action. The statements 
of the court in California v. St. Louis 
Union Trust Co. seem to indicate that 
the result might have been different if 
the California statute had created such 
a right. 


Reciprocal Enforcement Statutes 


The legislatures of the several states 
can determine public policy by adopt- 
ing reciprocal statutes for enforcement 
of tax liabilities lawfully imposed by 
other states. Such laws are now in force 
in twenty states.'® 
~ atDeering’s California Codes, Code of Civil Pro- 


cedure (1953) Sec. 1018. 
18See notes 2 and 3. 
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It remains to be seen how the courts 
will view suits brought by foreign states 
under these laws. Each state may have 
its own theory of reciprocity. In the 
case of a suit for inheritance tax based 
upon a statute providing for a specific 
court to determine and assess the tax, 
will the court of the forum still hold that 
such an action is not transitory? Will 
it be necessary for the taxing state to 
first have an assessment proceeding to 
determine the amount of the inheritance 
tax, and then bring an action in the 
foreign state for the amount so fixed? 
If so, will such assessment be an “assess- 
ment lawfully made,” within the mean- 
ing of some of the reciprocal statutes, if 
personal jurisdiction was not obtained 
over non-residents? 


The rulings by the courts on these 
questions will determine the effective- 
ness of reciprocal enforcement statutes 
with respect to collection of inheritance 
taxes. It may be that the inheritance tax 
statutes will still require clarification by 
providing for a substitute original action 
when suit is necessary in a foreign state. 
The writer has been informed by the 
revenue or legal departments of eighteen 
states having reciprocal enforcement 
statutes that up to the present time 
none has had occasion to bring a suit 
in a reciprocal state for collection of an 
inheritance tax. 


Only two decisions have thus far been 
reported involving these reciprocal 
for other than inheritance 
taxes .and in both the right of the state 
to file the suit was upheld.'® 


statutes, 


Trustee’s Course 


When a non-resident settlor of a re- 
vocable trust or donee of a power dies. 
the trustee should insist that the per- 
sonal representative of the decedent’s 
estate disclose the existence of the trust 
to the proper authority of the domicili- 
ary state. If the representative fails to 
do so, or no representative has been 
appointed, the trustee for its protection 
should make the disclosure. The foreign 
state will thus have been placed on 
notice. 


A suit by the foreign state in the 
courts of the trustee’s state would be 
desirable as it would enable the trustee 
to have a determination made which 
will dispose of the question of liability. 
The local court can decide whether 
recognition should be given to the action 


State of Oklahoma ex rel. Oklahoma Tax Com- 
mission v. Neely, supra, Note 9, for collection of 
income tax; State of Oklahoma ex rel Oklahoma 
Tax Commission v. H. D. Lee Co., Inc. (1953) 174 
Kan. 114, 254 P. 2d 291, for collection of sales tax. 


and, if so, the amount of the tax due. 
Such a proceeding will be attended with 
a little more formality, but otherwise 
would follow the customary steps of an 
inheritance tax hearing where the judi- 
cial method of procedure obtains. 


If after receiving notice of the exist- 
ence of the trust the foreign state makes 
no effort, in the event the local assets 
are insufficient, to commence an action 
to collect the inheritance tax from th; 
trustee, it would seem the trustee could 
proceed to distribute the trust assets and 
avoid liability on the ground that it had 
not acted in bad faith.*° The foreign 
state has no lien on the trust property.*! 


If the trustee voluntarily submits it- 
self to the jurisdiction of the decedent’s 
domiciliary state, thus permitting a 
valid assessment to be made, the trustee 
may be subjecting itself to liability from 
another source . . . a claim by some 
beneficiary that the trustee was a vol- 
unteer and should reimburse the trust 
on the ground that the foreign state 
would not have been legally able to 
collect. The trustee would then be placed 
in the anomalous position of being re- 
quired to sustain the tax laws of the 
foreign state when that burden should 
be on the state. It is therefore necessary 
for the trustee to have the question of 
liability determined in the local juris- 
diction where the beneficiaries can also 
be made parties to the proceeding. 


In jurisdictions where intermediate 
accountings are required to be submit- 
ted at intervals for judicial settlement, 
the trustee can apply to the court for 
instructions respecting payment of the 
foreign inheritance tax. The use of this 
approach has been reported in several 
recent decisions of the lower courts and 
appellate division in New York.*” It was 
ruled that since the court of the other 
state could not exercise jurisdiction over 
the trustee in the absence of its consent, 
the New York court is the appropriate 
forum and will apply the domiciliary 
law of the decedent. Thus the same re- 
sult is achieved as if the foreign state 
had been permitted to bring suit. 


20Goodrich v. Rochester Trust and Safe Deposit 
Co. (1916) 173 App. Div. 577, 160 N.Y.S. 454; In 
re Meinert’s Estate (1927) 204 Ia. 355, 213 N.W. 
938. 


21In re Martin’s Estate (1930) 136 Misc. 51, 240 
N.Y.S. 393, affirmed (1930) 243 N.Y.S. 845, 229 
App. Div. 772; affirmed (1931) 255 N.Y. 359, 174 
N.E. 753. 


22In re Gato’s Estate (1950) 276 App. Div. 651, 
97 N.Y.S. 2d 171, affirmed 301 N.Y. 653, 93 N.E. 
2d 924; In re Comer’s Trust (1950) 101 N.Y.S. 2d 
916; Cases reported in Inheritance and Transfer 
Tax Service, Prentice-Hall, Inc., New York, Vol. 
1, Tab: “Current State Decisions and Rulings’: 
In re City Bank Farmers Trust Co.: Agatha 
Laughlin (1951) para. 1150; In re Guaranty Trust 
Co. of New York: Reiger (1952) para. 1193. 
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@ State taxation once was easy. The property tax, a 
franchise tax, and a few license taxes made up the 
picture. But now all this is changed. 


New and drastic forms of taxation have been 
created, rates have sky-rocketed, more and still more 
tax money is demanded. Today, as never before, cor- 
rect, continuing tax information is vital to effective, 
economical business management. And not just at 
return time, but all through the year. Tax control 
must be carefully planned, plans constantly revised 
to match the swift pace of present-day tax changes. 


For these basic reasons Tax Men everywhere wel- 
come the special assistance of CCH’s State Tax Reports. 
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accurate, convenient, the informative regular issues 
of each unit keep your tax facts and information 
constantly up-to-the-minute. Coverage includes new 
laws, amendments, regulations, rulings, court and 
administrative decisions, return and report forms—in 
short, everything important or helpful in the sound 
and effective handling of corporate or individual state 
taxes and taxation. 
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One of the most satisfying aspects of our work 
lies in seeing the increased contentment which 
many people experience when they entrust 
the management of their securities to our care. 

Investing calls for greater resources of 
information and experience than even the suc- 
cessful individual usually commands. To invest 
without those resources breeds a sense of inse- 


curity and tension. 
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Many times we have been told by our cus- 
tomers that it has proved a tremendous relief 
to place all their financial affairs in our hands. 

The detached, objective judgment of an 
independent trust company has much to rec- 
ommend it—especially when its decisions are 
based not merely on the securities involved but 
also on personal knowledge and understand- 
ing of the customer’s own needs and plans. 
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ESTATE CREATION AND CONSERVATION 


Logical Basis for Underwriter-Trustman Collaboration 


VINCENT B. COFFIN 


Senior Vice President, The Connecticut Mutual Life Insurance Co., Hartford 


ie POSSIBILITIES OF CLOSER COOP- 
eration between trust officers and 
life underwriters are much greater than 
has been realized by the majority of 
men engaged in either endeavor. First 
of all, we are all engaged in selling. 
Whether a man is engaged in banking 
or insurance or any other vocation, he 
is under the daily necessity of selling 
his ideas to others, and it is on this 
broad base that our opportunity for co- 
operation rests. The well qualified life 
underwriter and the conscientious trust 
officer form the perfect team for tak- 
ing care of the needs and desires of a 
large segment of Americans—for carry- 
ing out effectively the selling process 
itself, 


Simply stated, there are three basic 
elements in the selling process: (1) find 
a prospect who needs our services, (2) 
give him counsel on why he does need 
these services (which he rarely realizes 
by himself), and (3) get him to take 
action on the problems discovered. In 
finding prospects for estate service, the 
life underwriter, if he is any good at 
his job, is adept. In counseling men and 
women about their estate problems, the 
trust officer is completely at home. In 
getting action on desirable recommen- 
dations, the life underwriter has been 
performing this function all of his busi- 
ness life. This is not to maintain that a 
trust officer can’t be a good prospector 
and closer, nor that life underwriters are 
lacking in ability when it comes to giv- 
ing counsel. But each, by the nature of 
his work, is particularly skilled in the 
fields mentioned, and the combination 
of the two is tremendously powerful. 

‘ake, for example, the single aspect 
of zetting action from the prospect. The 
trust officer, because he works in a bank, 


must be quite careful that he does not 
pusi the customer too hard toward a 
de sion. The life underwriter is sub- 


jec: to no such inhibition. I don’t imply 
he should use pressure, but he can 
ni should use persuasion, and unless 
sone of this is brought to bear, the 





om address before Pittsburgh Life Insurance 
a Trust Council, March 12, 1957. 
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joint recommendations are likely to lie 
on the trust officer’s desk for many 
months, which does no good for anyone, 
particularly the customer and his family. 


One of the other elements bearing on 
the success of the sales process is the 
nature of the idea presented—whether 
it is dynamic and really interesting to 
the prospect. Life insurance men are 
especially well qualified to put together 
ideas of this sort, as this constitutes 
their daily bread. But behind this idea, 
it’s essential that there be prestige, other- 
wise the idea, however good, may be 
discounted. At this point, the trust offi- 
cer can be extremely helpful, because 
he brings to the discussion not only 
his own experience in handling estate 
problems, but also the prestige of the 
bank itself, which, in many instances, 
is a substantial factor. Then there is 
something about an interview carried 
on in the Trust Department of a fine 
bank which is conducive to serious 
thinking on the part of the prospect con- 
cerning his estate problems. All these 
things, while they may seem small in 
themselves, have a definite and import- 
ant bearing on the acceptance given to 
the ideas presented. 


So this can be a perfect team, but it 
means that the life underwriter must 
boost the trust officer and his bank, 
must be willing to accept his counsel, 
must not appear that he knows it all 
himself, and must build good public 
relations for the bank and the services 
it has to offer. Conversely, the trust 
officer must boost the life underwriter 
on the case, must remember that it’s 
important that the transaction not drag 
along, must help build an appreciation 
in the mind of the prospect of what life 
insurance can do for him. Many such 
informal teams have been formed across 
the country, and the wonder is that there 
are not more of them, because they re- 
sult not only in new business for both 
parties, but in very fine service to the 
public as well. 


In talking recently with a number of 
men from each vocation, it is not sur- 


prising to find that they have sugges- 
tions for the other side of the house. 
These should be taken seriously by 
both parties. For example, trust officers 
are sometimes said to look down their 
noses at the selling process, and they 
sometimes lean so far over backwards 
as to fail to suggest that the increase of 
the estate by means of life insurance 
would be a desirable thing. Some banks 
are said to be quite backward in their 
understanding of life insurance prob- 
lems, and what life insurance has to 
offer. All of these problems are readily 
solved by more education and closer 
cooperation. 


On the other side, trust officers often 
feel that the life underwriter is interest- 
ed only in sales, to the exclusion of 
what is good for the prospect, and bank- 
ers are sometimes annoyed when in- 
surance men convey the impression 
that they know more about trust work 
than does the trust officer himself. 


Trust officers sometimes complain that 
life underwriters bring men in without 
having their own ideas well formulated 
and without having sufficient facts to 
make a case. Insurance people are some- 
times critical of banks for their basic 
philosophy on insured pension plans. 
We could go on indefinitely, but these 
differences, which are perfectly normal, 
do not indicate that the field for coop- 
eration is other than highly satisfactory. 
If the trust officer will remember that 
new business, secured on a proper basis, 
is absolutely essential to the welfare of 
his bank in today’s economy, and if the 
life underwriter will remember his 
C.L.U. creed, that he will do for the 
prospect what he would like to have 
done for himself, then the two men 
should have no great difficulty in under- 
standing each other and working effec- 
tively together. 


The underwriter is primarily con- 
cerned with the creation of better es- 
tates; the. trust officer with their con- 
servation.after they have been created. 
What more logical base could there be 
for cooperative endeavor? 
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ESTATE PLANNING COUNCILS 
(Continued from page 442) 


unless the trustee is given broad powers 
of control. This council includes lawyers, 
accountants, trustmen and life under- 
writers of the State of Mississippi. 


St. Louis — Richard B. Hardy, of 
the Connecticut Mutual Life Insurance 
Co., Lima, Ohio, addressed the April 2 
meeting on “The Life Underwriter’s Use 
of Estate Planning”. 


New Hampshire — “The Use of 
Trusts in Estate Planning” was _ pre- 
sented at the April 3 meeting in Con- 
cord by Stuart G. Hardy, vice president 
of Rockland- Atlas National Bank, 


Boston. 


Northern New Jersey — At the Spring 
meeting in Newark April 17, Frederick 
Lacey spoke on “Will Contests”. Mr. 
Lacey is a former United States Attor- 
ney, and currently a practicing attorney 
and a member of the faculty of Seton 
Hall University. 


Rochester, N. Y. — At the April 4 
meeting, Fleming Bomar, Washington, 
D. C. attorney and chairman of the 
American Bar Association Committee 
on “Pensions and Other Deferred Com- 
pensation” spoke on deferred compensa- 
tion, with emphasis on long-term em- 
ployment contracts, stock options, and 
principal changes in profit sharing and 
pension planning resulting from the 
1954. Code. This was the first meeting 
for fifteen new attorney members of the 
Council. 


Charlotte, N. C. — “The Use of 
Settlement Options in Estate Planning” 
was presented at the April 22 meeting 
by Edward L. Reiley, C.L.U., of Phila- 
delphia. 


Dayton — At the April 18 meeting 
Paul Brower, director of advanced 
underwriting for the Mutual Life In- 
surance Co. of New York, spoke on 
“Taxation and the Taxpayer”. 


Nashville — “Short Term Trusts” 
were discussed by Daniel M. Schuyler, 
Chicago attorney and Professor of Law 
at Northwestern University, at the April 
5 meeting. Mr. Schuyler is also a 
lecturer at the Trust Development 
School. 


Dallas — New officers elected at the 
April 11 meeting include: Pres.—Loren 
D. Gordon, trust officer, First National 
Bank; Vice Pres. (Programs)—Sylvan 
Tobolowsky, tax attorney; Vice Pres. 
(Membership) — Albert A. Helfand, 
C.P.A.; Treas. — Henry W. DuBois, 


C.L.U., general agent, Minnesota Mutua 
Life Insurance Co.; Sec’y — Edward F 
Hargan, trust officer, Texas Bank § 
Trust Co. 


Fort Worth — “Estate Planning i: 
Texas” was presented at the April 1¢ 
meeting by James F. Beamer, trus' 
officer, First National Bank of Fori 
Worth. 


Richmond — “The Estate Planning 
Team” was discussed at the April 9 
meeting by Frank O. H. Williams, 
C.L.U., who is manager of the Hart- 
ford Branch Office of Connecticut Gen- 
eral Life Insurance Co. 


Seattle — Two addresses were pre- 
sented at the April 24 meeting. Emmett 
E. McInnis, Jr., attorney, spoke on 
“Recent State Legislation Affecting 
Settlors and Estate Planners”. John N. 
Ryder, Senator of the State of Wash- 
ington and vice president and comp- 
troller of Washington Mutual Savings 
Bank, discussed “Future Tax Possibili- 
ties in the State of Washington”. 


The following officers were elected for 
the 1957-58 term: Pres.—Durwood L. 
Alkire, CPA; Vice Pres.—Edwin R. 
Mackay, trust officer, Peoples National 
Bank; Sec’y.—J. P. Wolgemuth, Provi- 
dent Mutual Life Insurance Co.; Treas. 
—Paul P. Ashley, attorney. 


A A A 


Indiana Trustmen Meet 


A talk on “Investments” by Norman 
W. Reed, trust officer of Continental Ili- 
nois National Bank & Trust Co., Chi- 
cago, was the first major address given 
at the Annual Trust Conference of the 
Indiana Bankers Association, held in 
Lafayette April 29-30. “Short Term 
Trusts” were discussed by Rebert F. 
Spindell, Chicago attorney, and Doug- 
las F. Graves, assistant secretary, North- 
ern Trust Co., Chicago, spoke on “Es- 
tablishing and Operating Farm Man- 
agement Departments in Banks.” The 
dinner speaker was Dr. E. T. Weiler, 
Purdue University economist, who dealt 
with “The Changing Nature of Amer- 
ica.” 

The second morning was devoted to 
two main talks. “The New Intangibles 
Tax Law” was discussed by Frank J. 
Noll, Jr., administrator,- Intangibles Tax 
Division, Indianapolis, and “Accounting 
for Trust Departments” was presented 
by Marshall S. Armstrong, C.P.A., of 
Indianapolis. The speaker at the final 
luncheon was Benton Earl Gates, presi- 
dent-elect of the Indiana Bar Associa- 
tion, and Columbia City attorney. 
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*An average, based a total transactions lest your ) 
...a seller makes a sale, a buyer makes a buy 


in the big high-speed Government bond market at the 
Continental Illinois 


Government bonds turn over like hotcakes here at the Continental Illinois. 
When you phone us to sell, the chances are the sale will be made before 
you hang up. When you phone us to buy, we’ll probably have what you 
want ‘‘in stock”’ or close by. 

This is one of the largest primary markets for U. S. Governments in the 
world. It is used freely by our customers, our correspondents, and their 
customers. Why don’t you try us? Phone STate 2-9000, Chicago. 


CONTINENTAL ILLINOIS NATIONAL BANK 


and Trust Company of Chicago 


Member Federal Deposit Insurance Corporation 
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New compressor stations, like the one pictured above, are constantly being built to meet 
the steadily increasing demands for natural gas. These compressor stations pump natural gas 
through Columbia’s 36,716 miles of pipeline to homes and industries in America’s Heartland. 


Columbia’s Thinking Is Constructive 


Customers in the area served by the Columbia Gas 
System keep calling for more and more natural gas 
—to meet a constantly increasing need for energy. 
To supply it, facilities with greater capacity must 
be constructed—new or enlarged compressing sta- 
tions, pipe lines, metering stations and other equip- 
ment. So Columbia must think constructively! 


During the past decade, the Columbia Gas System 
has spent more than a half billion dollars for con- 
struction. This year alone, Columbia expects 
to spend about $87 million on new facilities— to 
meet immediate and future natural gas require- 
ments of more than three million families, busi- 


nesses and industries in the dynamic and growing 
Heartland of American commerce and industry. 


Where System companies serve within this seven- 
state Heartland—Pennsylvania, Ohio, West Vir- 
ginia, Virginia, Kentucky, Maryland and southern 
New York—Columbia’s residential sales have dou- 
bled, its househeating customers have increased 
almost three-fold in just ten years. 


Growth in the Heartland shows no signs of di- 
minishing . . . so to keep pace with the Heartland’s 
growth, to provide the facilities and the service a 
growing number of customers require, Columbia 
thinks and plans constructively for the future. 


serving homes and industry in America’s Heartland 





THE COLUMBIA GAS SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 41st Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, 
Central Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation 
COLUMBUS GROUP: The Ohio Fuel Gas Company . . . PITTSBURGH GROUP: The Manufacturers Light and Heat Company, 

Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 
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TECHNICAL OUTLOOK ENCOURAGING 


While the month of May is always 
one of the most difficult periods to fore- 
cast, a moderate correction of the Feb- 
ruary-April 40-point advance in the 
D-J industrials appears likely to take 
place sometime between now and mid- 
June. It should be re-emphasized, how- 
ever, that this is no time for selling the 
attractive yielding, investment-type is- 
sues, despite some of the almost spectac- 
ular advances witnessed recently. In 
fact, no selling, except for short-term 
trading purposes, is recommended un- 
less the market definitely indicates that 
it cannot push through the 500 area de- 
cisively at a later date, and, more espe- 
cially, that it is unable to negotiate the 
April 1956 high closing level of 521.05, 
which represents the peak of this whole 
bull market. This should be evidenced 
by pronounced technical signs of distri- 
bution, which are still lacking. 


Meanwhile, it is this writer’s opinion 
that until the definite failure of such an 
attempt is proven, investors should con- 
tinue to maintain a selectively bullish 
point of view towards the market. They 
should remain constantly alert to differ- 
entiate between stocks to buy, stocks to 
sell and stocks to avoid entirely. For, in 
the period ahead. while the general 
market is regrouping for a test of the 
old highs, there will be numerous indi- 
vidual buying opportunities for profit 
dur ng the next six months. No longer 
do . ! stocks move up or down in unison 
is» the past, but they operate more 
wil ‘n their own price cycle. This takes 
plac’ many times without regard for 
oth» stocks in the same industry, as 
illu rated by Chrysler making a new 
rec very high and American Cyanamid 
em Air Reduction reaching new highs, 
wh ‘> other issues in their groups were 
sel ag near their lows. 
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Right now, many of the favorable 
corporate annual reports and first quar- 
ter earnings have been discounted mar- 
ketwise, the April tax deadline has end- 
ed and individuals will now be trying 
to appraise the economic and market 
prospects for the next six months. The 
market’s technical position has proved 
to be very strong, there is no great de- 
sire by the investing public to sell, vol- 
ume indications have improved and the 
market has broadened out on each up- 
swing. In addition, investor confidence 
is better now than at any time since the 
February setback and good market lead- 
ership has resulted from improving ac- 
tion of the laggard rails and the ability 
of an increasing number of individual 
secondary issues to reach new highs. 
Although occasional setbacks must be 
expected, especially when the foreign 
news turns unfavorable, there still is 
nothing definite to indicate that a major 
distributional top has formed on the 
market as a whole. 


KENNETH WARD 
HAYDEN, STONE & CO. 


FREIGHT RATE CASE DOMINATES 
Ratt OUTLOOK 


(April 30th) 


Within the last few months, the out- 
look for railroad earnings has continued 
to deteriorate, due to declining carload- 
ings and steadily rising costs. However, 
in attempting to judge the outlook for 
the industry, it is essential to keep in 
mind that this year’s prospects are sec- 
ondary to the outcome of the pending 
freight rate case. If the railroads re- 
ceive a substantial part of the higher 
rates they are seeking, their outlook will 
be vastly improved. A decision by the 
ICC probably will be forthcoming in 
the late summer. 


Current less favorable trends in the 
industry clearly point up the need for 
higher rates, although many thoughtful 
observers feel that higher rates do not 
provide a sound long range solution to 
the roads’ problems. As Harry deButts, 
president of the Southern Railway, has 
stated, large freight rate increases drive 
“business to our competitors who skim 
off the cream of the traffic, thus shrink- 
ing our average revenue per ton.” South- 
ern Railway is the only major railroad 
in the country not a party to the current 
rate case. 


Unless roads obtain greater freedom 
of pricing or their competitors are sub- 





jected to stricter regulation, the railroad 
industry is going to have difficulty earn- 
ing anything like a fair return over an 
extended period. Temporarily, a sharp 
rate boost no doubt would help, but 
thereafter erosion of the rate structure 
would occur again. 


From the foregoing lugubrious obser- 
vations, it should not be assumed that 
the rails are headed for financial trouble. 
Throughout the postwar period, the an- 
nual rate of return has seldom exceeded 
4%, yet net income has been substantial. 
The primary reason the carriers are 
seeking a fair return in the neighbor- 
hood of 6% lies in their conviction 
heavy capital expenditures are going 
to be required in years ahead to achieve 
greater efficiency and provide good ser- 
vice. Last year capital expenditures 
amounted to $1.3 billion and it is felt 
they should be no less than $1.5 billion 
in each of the next five years. To make 
capital improvements of this magnitude 
and pay reasonable dividends will re- 
quire net income well above even the 
1955 record of $924 million. 


Unless the roads receive a good rate 
boost, this year’s net income seems cer- 
tain to be below last year’s $874 million. 
Many factors are at work to keep earn- 
ings down. Most important is the con- 
tinuing lag of carloadings behind a year 
ago, a trend not likely to vary in 1957 
except when comparison is with the 
1956 steel strike. Meanwhile, costs are 
steadily going higher. For most roads 
the interim freight rate increases granted 
to Eastern and Western lines last De- 
cember and to Southern carriers in Feb- 
ruary have exceeded the higher wages 
paid or accrued since November 1. How- 
ever, they have been insufficient for most 
roads to cover all increased costs, in- 
cluding higher prices for materials and 
supplies. Furthermore, the railroads 
must pay a 2c or 3c cost-of-living ad- 
justment effective May 1. On an annual 
basis, this will cost them about $50-75 
million before federal income taxes. 


In addition, the industry has been 
subject since January 1 to an increase 
of one-half of one per cent—from 114% 
to 2% —in the tax rate for unemploy- 
ment and sickness insurance. This wili 
cost $21 million annually or about $10 
million after taxes. For the year as a 
whole, the carriers also will be faced 
with lower tax savings, or tax deferrals 
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—as the industry prefers to call them— 
from accelerated amortization. On the 
basis of figures supplied by a group of 
repreesntative roads, tax savings will 
be down about 1214% this year. Since 
savings are believed to have been about 
$200 million last year, this would mean 
a reduction of about $25 million in 
earnings from this source. Fixed charges 
also are likely to be somewhat greater 
because of higher rates on equipment 
trust obligations. Still another burden 





will be a 7c wage increase effective next 
November 1, in accordance with the 
three-year wage contract in effect with 
most unions. This will cost about $175 
million a year before taxes and roughly 
half this after taxes. The actual impact 
for the two months the higher wages will 
be in effect this year will amount to 
around $30 million before taxes and $14 
million after taxes. 

The sum and substance of the fore- 
going is that prospects for improvement 


in railroad earnings over the intermedi- 
ate term depend largely on the pending 
freight rate case. The future of railroad 
stock prices will be materially influenced 
by the findings of the ICC. In the mean- 
while, railroad stocks have retreated to 
levels that discount much of their pres- 
ent less favorable position. In fact, most 
of them now provide liberal and fairly 
well protected returns. 

ARTHUR JANSEN 

W. E. BURNET & CO. 





Equity Changes in Common Trust Funds 


Common stocks of 61 companies 
were newly purchased or completely 
eliminated by one or more of eight 
Common Trust Funds making their an- 
nual report in the first quarter of 1957. 


Drucs, Foops, Tosacco 


This activity covered the twelve month 
period prior to the date of each report. 

In the list appended, the number of 
these funds which during the year added 
a stock to their holdings is listed in 


the “N” column; those that have elimi- 
nated a stock from their list are recorded 
in the “S” column; and the number of 
these funds holding the stock after 
allowing for these operations is shown 
in the “H” column. 


NS H NS HH NSH 
N S H_ Goodyear Tire & Rubber . 1 2 Phoenix Insurance Siaiceas 1 0 Sinclair Oil — 2 3 
General Mills : oes 1 2 Int. Business Machines _. 1 4 St. Paul Fire & Marine Ins. 1 0 Stonega Coke & Coal 1 1 
Thompson Products _...._ 1 ie ea 2 5 United States Steel 1 2 
Saad fet ... lg , Lly-Ttalp Cap —......_ «1 1 MeEercHANDISING & MISCELLANEOUS Virginia Coal & Iron 1 1 
New Jersey Zine . 10 Columbia Broadcastin 1 1 7 

INDUSTRIALS Phelps Dodge 1 : so : on Ss : M Pusuic Utimiries 
Addressograph-Multigraph. 2 5 Spencer Chemical — 1 1 gage ne a ra . . ‘ 
American Can -_............. : 2 Sprague Electric — 0... 1 1 Ww. t. Grant a i Baltimore Gas & Elec. i is 
Americsn Cyanemid ___ 11 Grand Union 1 1 Brooklyn Union Gas .- 1 1 
iene, Senet i Ceaetend 1 1 INSURANCE & FINANCIAL J. C. Penney 1 8 Central & Southwest 1 3 
Avon Products -.—_______. 1 1 Chase Manhattan —..... 1 4 7 ae . Delaware Power & Light d ] 
oad P : PETROLEUM, Mininc & METALS Eastern Gas & Fuel Asso... 1 1 

oeing Airplane — 1 1 Continental Casualty — 1 1 Zl 

Cluett Peabody —............ 1 1 Federal Insurance _..............__ 1 1 Amerada Petroleum  __._.- 1 4 toe =e & Power 1 6 
Continental Can ..... ; 3  Fidelity-Phenix Fire Ins. .. 1 1 Mueller Brass 1 1 aes 4 Neen ae : : 
a 14 Fireman's Fund — a Newmont Mining a 1 Northern Natural Gas is 

Food Mach. & Chem. ___.. ee | Great Western Life Ins. — 1 i | CR ee ee 2 @ , : 

General Motors —_........ 2 7 Lincoln National Life Ins... 1 2 ‘Phillips Petroleum _...... 1 5 TRANSPORTATION 
IS 1 1 Manufacturers Life Ins. — 1 1 Reynolds Metals 1 1 Chesapeake & Ohio __ 1 1 
P. HB. Glatfeltter 1 1 Marine Midland __._..___.._. | 1 eee ae 5 Southern Rwy. —_.......... 1 1 




















123 SOUTH LASALLE STREET, CHICAGO 90 © 


or short-term bank investing 


...today’s tax-exempts actually net 
more than higher-yield taxables 


—including governments. 


HALSEY, STUART & CO. INC. 


AND OTHER PRINCIPAL CITIES 


35 WALL STREET, NEW YORK 5 


























454 


TRUSTS AND ESTATES 








pa ttteangetn 


AEE ASE 











"af 


va 
4 
fr 
JY 


. | how Smuth4 666 & Co. 








m bo co 





ES 











a 
gives you the whole bietine’ 


; 
; 
; 





S underwriters, brokers, dealers and financial advisors, Smith, 

Barney & Co. is active not only in the vast field of muni- 
cipal and corporate debt securities, but in preferred and com- 
mon corporate stocks as well. While each of our major depart- 
ments is concerned primarily with its own specialty, together they 
assemble an accurate picture of the investment situation in its 
entirety. 


Through the constant flow and interchange of information be- 
tween departments, the many factors affecting investment out- 
look are brought into true relationship with each other. The 
broad picture which emerges is equally helpful to the private 
investor, the institutional investor, or the company in need of 
new financing. 


Whatever phase of capital investment interests you, we will 
welcome the opportunity to assist you in any way possible. 


Smith, Barney & Co. 


Members New York Stock Exchange 
20 Broad Street, New York 5 °¢ 522 Fifth Avenue, New York 36 


Philadelphia Nat'l Bank Bldg. 140 Federal Street 39 South LaSalle Street 


Philadelphia 7 Boston 10 Chicago 3 


Albany : Allentown : Cleveland +: Hartford : Milwaukee Minneapolis 


INSTITUTIONAL 
INVESTORS SERVICES 


Staffed by partners and others who make a 
continuous study of individual institutional 
requirements—professional financial services 
supported by the advantages of an important 
underwriting department and sound research 
facilities. 


BROKERAGE SERVICES 


In all listed securities, providing supervi- 
sion of individual portfolios when requested 
. . . including the selling of large blocks ot 
securities, with or without “‘special’ and 
“secondary” offerings, depending on circum- 
stances, by a firm experienced in such trans- 
actions. 


TRADING DEPARTMENT 


Active and broad knowledge of the markets 
for all unlisted securities . . . experienced 
personnel and well-established facilities to 
provide expert and prompt service, 


MUNICIPAL DEPARTMENT 


An extensive record of financing American 
and Canadian cities and constant research 
into comparative municipal credit are at the 
disposal of buyers and sellers of these bonds. 
The firm has long been active in underwrit- 
ing special revenue bonds. 


UNDERWRITING DEPARTMENT 


Underwrites and distributes securities of 
many large and medium-sized enterprises 

. many years of working with business 
management in all pertinent phases of 
finance. 


RESEARCH 


Actively carried on at all times for our 
clients . . . sound and unbiased studies of 
the securities markets and of particular in- 
dustries with the object of selecting special 
situations with unusual growth possibilities. 
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PENSION FUND INVESTMENT TRENDS 


Corporate trusteed pension funds, to- 
day estimated in the $16-$17 billion 
range, have attracted during the past 
several years the studied attention of 
mortgage bankers intent on finding new 
sources of mortgage money. For some 
very valid reasons, already widely dis- 
cussed and reported in these columns, 
the managers of these funds have been 
reluctant to commit more than a token 
one or one and a half per cent of total 
assets to this medium and it is probable 
that even this small participation is pre- 
ponderantly composed of sale-leaseback 
or similar deals consummated with na- 
tional corporations of top credit rating. 


The lure of this potential capital 
source persists, however, and was the 
subject of an address by William A. 
Marcus, senior vice president of the 
American Trust Co., San Francisco, be- 
fore the Southwestern Mortgage Clinic 
of the Mortgage Bankers Association of 
America in Phoenix on April 26th. He 
expressed the belief that a national edu- 
cational program by the Association 
would gradually develop an acquaint- 
ance on the part of trust and pension 
investment officers with this less-known 
investment medium. 


Whether Mr. Marcus is factual or 
merely optimistic cannot be immedi- 
ately determined but Dr. Roy L. Reier- 
son’s analysis of this sector in the “In- 
vestment Outlook for 1957” just pub- 
lished by the Bankers Trust Co. of New 
York, of which institution he is vice 
president and economist, appears to hold 
out some hope of progress. This pain- 
stakingly prepared study shows totals 
of estimated 1956 pension fund opera- 
tions and projections for 1957, respec- 
tively, of $300 million and $400 million 
in the “other” category which includes 
“direct placements, sale-leasebacks and 
mortgages on commercial properties.” 
The obvious complications of entering 
into the smaller-home mortgage market 
will eventually, it is hoped by leading 
mortgage bankers, be solved by simpli- 
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fied accounting and servicing by accred- 
ited specialists in that field and perhaps 
it is no more wishful thinking on their 
part than the idea of trustee acceptance 
of equities in investment accounts was 
twenty years ago. 


In his survey of the pension fund 
area, Dr. Reierson’s estimate of 1956 
net receipts is some $2.2 billion, with 
a slight increase projected for 1957 to 
$2.3 billion. Based upon round table 
discussions with specialists in various 
fields, he observes that the funds con- 
tinued to purchase equities in 1956 at 
about the 1955 rate, although some 
stocks were sold to take profits and re- 
duce current corporate contributions. 
This practice, however, was not gener- 
ally followed. The consensus is that 
1957 investment policy will largely dup- 
licate that of last year with “sustained 
high interest in corporate bonds, as well 
as continued—but not increased—buy- 
ing of common stocks. Additional 
growth is anticipated in mortgages and 
other direct investments . . . a further 
drop in Government holdings is to be 
anticipated.” 


It is also noted that the investment 
range of these pension entities has 
widened markedly in recent years, even 
to include what would once have been 
the no-man’s-land of oil royalties, direct 
placements and other private investment 
opportunities offering gains not possible 
in fixed-income investments. 


Stock Funp Resists SAGGING TREND 


First quarter stock market unsettle- 
ment caused a 2.07% markdown to $1,- 
558 from the year-end figure of $1,591 
in net asset share value of the Institu- 
tional Investors Mutual Fund, Inc. At 
the same time, however, it appears from 
the Fund’s report that the 70 New York 
mutual savings bank participants are 
disposed to continue to ride along with 
the attractive 5.2% yield which this 
stock fund returns upon investment cost, 
if one judges from shareholder election 
to take down in additional shares about 


59% of the January 28th total dividend 
distribution. The dividend of $28.25 per 
share represented $16.57 from ordinary 
income and $11.68 from profits realized 
during 1956. Together with new funds, 
nei accretions brought the Fund’s total 
assets to $27.2 million against $26.1 
million at the 1956 year-end. 


The generally sagging trend of stock 
prices during the period pared some 
$323,000 from the unrealized apprecia- 
tion total but the latter still remained at 
the very healthy level of more than $5.3 
million at March 3lst, in addition to 
about $41,000 of undistributed net capi- 
tal gains. A grand total of 547,250 
shares was held, 94.5% of the Fund, 
valued at report date at $25.7 million.* 


Demonstrated soundness and reason- 
ably good return are the criteria for 
selection; hence, new money means ad- 
ditions to existing positions, with elimi- 
nations or new commitments the excep- 
tion, rather than the rule. Two new 
petroleum issues, Amerada and Stan- 





II.M.F. FIRST QUARTER 


PURCHASES 

Now 

Bought Owns 

Amerada Pet. 800 800 
Amer. G. & E, ___... 1,000 15,000 
Amer. Ont... 1,500 10,000 
Anchor Hock. Glass 500 6,500 
Balti. G. & E. __.. 1,000 8,000 
Balti. G. & E. (r)_.. 3,000 11,000 
Cincinnati G. & E. 500 9,500 
Com. E., MH. ¥. 1,000 6,000 
Continental Oil _._. 1,000 9,000 
First Nat'l] Stores — 1,500 8,500 
General Electric _. 500 5,200 
General Foods _.... 500 10,500 
B. F. Goodrich 500 6,500 
Gulf States Utilities 500 7,500 
Jewel Tea _._.__. 500 8,000 
Kansas City P. & L. 1,000 8,000 
Louisville G. & E. — 1,000; 10,000 
McKesson & Rob __ 2,500 13,000 
Mead Johnson ___.... 500 22,000 
Lo 500 21,000 
Nat’l Dairy Prod. 500 11,000 
Omo Oi 1,000 9,500 
J. Penney 500 3,500 
Philadelphia Elec. _ 2,000 7,000 
Pitney-Bowes ___. 236 3,500 
ee oe 500 6,500 
Skelly Oil —._. 1,500 7,500 
Socony Mobil 1,600¢ 10,000 
So. Calif. Edison _. 500 5,500 
Standard Oil (Ind.) 500 6,500 
Standard Oil (N.J.) 2,000 2,000 
Sterling Drug _. 2,000 17,000 
Sylvania Elec. __. 500 3,500 
temas Ca... ‘GOD 5,000 
Texas Utilities ____ 3,000 3,000 
United Carbon ___. 1,000 10,000 
Wisc. Elec. Pow. _.. 1,000 9,000 


r—rights 
+Purchased through rights. 
tPurchased partly through rights. 


*For comparative Dec. 31, 1956 figures, see T&E, 
Jan. 57, p. 42. 
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dard Oil (N.J.), plus Texas Utilities, are 
the only new members, while Kennecott 
and General Motors were reduced by 
1.500 and 3,000 shares, respectively. 
Purchases during the quarter are shown 
on the preceding page. 


Tue Bupcet & Mr. Beck 


In the month just passed, Washing- 
ton has more than lived up to its reputa- 
tion as a prime source of sensational 
news, the highlights of which have been 
the McClellan Committee grilling of the 
Teamsters’ Union top officials and the 
sharp division of opinion between the 
Executive and Legislative Branches on 
the record peacetime budget. 


As unrelated as these two subjects 
may appear, both have important impli- 
cations for the economy. Considering 
the projected budget first, it has been 
aptly pointed out that the fact that it 
would ostensibly be balanced does not 
remove its inflationary influences. In 
the presently unexpected event that tax 
receipts should not keep pace with esti- 
mates, another fillip would be given to 
the consumer price level, now rising for 
seven months and facing more pressure 
from imminent automatic cost-of-living 
increases incorporated in labor con- 
tracts. Hence, the prospect is for more 
erosion of the dollar, the degree depend- 
ent upon final action on the budget. 
Meanwhile, the country faces the specta- 
cle of an erstwhile exponent of strict 
governmental economy vehemently de- 
fend'ng what Senator Byrd of Virginia 
has termed “the most _ irresponsible 
budget submitted in my day.” 


The McClellan inquiry into union cor- 
ruption may well be the forerunner of 
legislation designed to restrict or re- 
move labor’s antitrust immunity, some- 
thing generally considered beyond the 
realm of possibility prior to the sensa- 
tional disclosures. The effect has been 
to crystalize public opinion against arro- 
gant abuse of union power to enforce 
iis demands upon the public through in- 
dustry-wide strikes. It is much too early 
to say with certainty that some real 
protection for the public will be the 
result but the chances are greatly in- 
creased by the Committee’s disclosures. 
in which event some brake may be noted 
in the ever-rising wage spiral based 
upon competitive bargaining demands. 
against which the public has today no 
elective defense. 

A A A 
‘he total worth of labor unions was 
ablished at $700 million in a March 


icle by United Press staff writer 
ureen Gothlin. 
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If you do business in California... 


our statewide 


TRUST 


SERVICES 


can help you 


Fully equipped Trust Department 


offices in 27 cities serve all of California 


... Offer Trust Services through more 
than 600 branches. 


There’s a Bank of America District 


af: Trust Office in each of these California 
cities: 
Bakersfield Oakland San Francisco 
Beverly Hills Pasadena San Jose 
Chico Pomona San Mateo 
Eureka Redlands Santa Ana 
Fresno Riverside Santa Barbara 
Glendale Sacramento Santa Rosa 
Hollywood Salinas Stockton 
Long Beach San Bernardino Ventura 
Los Angeles San Diego Whittier 


Bank of America 


NATIONAL 734522 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


ASSOCIATION 











Pennsylvania Trustmen Hold 
30th Annual Conference 


More than 250 Pennsylvania bankers 
attending the Pennsylvania Bankers As- 
sociation 30th Annual Trust Conference 
in Harrisburg, April 5, heard PBA Presi- 
dent Melville M. Parker, executive vice 
president, First National Bank of 
Lebanon, describe the growth of trust 
business in Pennsylvania banks as a re- 
sult of increased service to trust cus- 
tomers. 


During the last five years, Parker said, 
more and more people are talking to 
their bankers about wills and estate prob- 
lems to conserve estate values in the 
face of increased death and gift taxes. 
As a result of increasing use of trust 
facilities, the total trust resources of 
banks in the Commonwealth have risen 


from $414 billion in 1951 to $714 





H. Townsend Bongardt, (left) chairman of 
the PBA Trust Division, and vice president, 
Tradesmens Bank & Trust Co., Philadelphia, 
with feature speakers William J. Copeland 
(center) and Dr. Julius Grodinsky. 


billion in 1956, a gain of 65%. On the 
commercial side, banking resources in 
the same five years increased from $14 
billion to nearly $1614 billion, or about 
17%. 

Pointing out that good trust service 
is the foundation of good public rela- 
tions, Parker stated that “trust business 
is banking just as much as receiving de- 
posits, cashing checks, making loans, 
and renting safe deposit boxes.” 


In contrast to orthodox imbalance 
between the supply of money and goods, 
today’s inflation results primarily from 
steadily rising labor costs and demands 
from pressure groups upon government 
for spending, according to Dr. Julius 
Grodinsky of University of Pennsyl- 
vania’s Wharton School of Finance and 
Commerce. Because these forces are 
not controllable by monetary authori- 
ties, they are likely to continue to exert 
an upward influence upon prices over 
the indefinite future. 


Dr. Grodinsky pointed out some of 
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the quirks which new conditions pose in 
making investment decisions. Because 
costs, principally labor costs, are more 
inflexible than in the past, productive 
capacity in excess of current purchasing 
power faces a bleak picture, especially in 
the less dynamic categories. Lines with 
rising sales potential which lend them- 
selves to mechanization are preferable 
to high labor cost industries. Some 
growth industries, even though tem- 
porarily overexpanded, can control price 
levels better than others, as witnessed by 
the motor or farm equipment industry as 
against television sets and smaller elec- 
tric appliances. On the constructive side, 
Dr. Grodinsky also cited the effect of 
rising personal incomes against depres- 
sion forces in sustaining demand for con- 
sumer goods and consumer services. In 
essence, investment thinking today must, 
he said, take account of the simultaneous 
two-way forces in the economy. 


The afternoon session included an 
address on “New Directions in Trust 
Development” by William J. Copeland, 
vice president and trust officer, Peoples 
First National Bank & Trust Co., Pitts- 
burgh. Reports from the chairmen of 
the various Trust Division Committees 
were divided between morning and after- 
noon. 


The progress of the Trust Film project 
initiated by the Trust Division of the 
New York State Bankers Association was 
described by Herbert A. Jones, chairman 
of that Division, who said that Pennsyl- 
vania was the first state to join the pro- 
gram. Since then the Missouri, Georgia 





Chairman of PBA Trust Division Commit- 
tees who presented reports during annual 
Trust Conference: (left to right, standing) 
William L. Muttart, Law of Decedents Es- 
tates and Trusts, and assistant vice presi- 


dent, Provident Trust Co., Philadelphia; 
William J. Copeland, Trust Development 
Committee,..and -vice president and _ trust 
officer, Peoples First National Bank & Trust 
Co., Pittsburgh; and D. R. Atherton, Jr., 
Trust Investments Committee, and _ vice 
president, Third National Bank & Trust Co., 
Scranton; (seated) John W. Woerner, Costs 
and Charges Commiteee, and vice president 
Girard Trust Corn Exchange Bank, Phila- 
delphia; and William E. Magee, Taxation 
Committee, and trust officer, Mellon Na- 
tional Bank & Trust Co., Pittsburgh. 





Discussing their reports at annual Trust 
Conference of PBA Trust Division are com- 


mittee chairmen (left to right) H. Wood- 
ward McDowell, Cooperation with the Bar, 
and vice president and trust officer, Cen- 
tral-Penn National Bank, Philadelphia; 
William E. Abel, Trust Education, and vice 
president and trust officer, Barclay-West- 
moreland Trust Co., Greensburg; John A. 
Cost, Trust Department Operations, and 
assistant vice president, Fidelity-Philadel- 
phia Trust Co.; and Joseph E. Fox, Chair- 
man, Smaller Trust Departments, and as- 
sistant vice president and trust officer, 
Altoona Trust Co. 


and Florida Associations have offered to 
participate. The film will be ready by 
November 1, Mr. Jones said, and three 
prints will then be available for distribu- 
tion to the Pennsylvania Bankers as- 
sociation. 


A A A 


Kansas Trustmen Meet 


The Trust Division of the Kansas 
Bankers Association held its annual con- 
vention in Hutchinson March 28 with 
over 100 delegates attending. 


“Short Term Trusts” were discussed 
by Prof. William J. Bowe, University 
of Colorado Law School, and Milton W. 
McGreevey, resident partner of Harris, 
Upham & Co., Kansas City, Mo., spoke 
on “Investing in Today’s Market”. 
James D. Dye, attorney and tax coun- 
selor, in presenting “Joint Tenancy Re- 
examined”, brought up to date a sub- 
ject that attracted bankers from all over 
the state when he discussed it in 1953. 
A report was received from R. E. Platt, 
vice president and trust officer of 
Hutchinson State Bank and president of 
the KBA Trust Division, and R. A. 
Mermis, president, First National Bank, 
Hays, and KBA vice president, spoke on 
“Proudly We Hail”. 


Officers of the Trust Division elected 
for the ensuing-term are: Pres. — Ralph 
Krueger, vice president and trust officer, 
Johnson County National Bank & Trust 
Co., Prairie Village; Vice Pres. — Bruce 
Hurd, assistant trust officer, National 
Bank of Topeka; and Secy.-Treas. — 
H. W. Hill, trust officer, First National 
Bank, Wichita. 
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Assets and Business 


Transferred to Jones & Laughlin 


The transfer of the assets and business of Rotary 
Electric Steel Company to J«L became effective 
April 30, 1957. This marks JaL’s first move into the 
stainless field. 


Rotary, or the Stainless Steel Division of Jones & 
Laughlin as it is now known, accounts for about 10% 
of the industry’s total stainless steel ingot production. 
This Division’s products include stainless steel and 
alloy ingots, slabs, billets, hot rolled and cold finished 
bars and wire. 


Rotary is ideally situated near Detroit within service 
range of the automotive and other important markets 
and near significant elements of its raw materials re- 
quirements. The present organization, with sales and 
operating know-how in stainless, will be continued 
with M. K. Schnurr, President of the Stainless Steel 
Division, in charge. 


JxL plans to install new facilities to produce stainless 
steel sheet and strip. These flat-rolled products, which 


are not now produced by Rotary, comprise about 
60% of the present stainless steel market and are its 
fastest growing segment. 


In making this broad entry into stainless steel, JaL 
moves into an area of the steel industry which has 
shown an average annual growth rate of 15.4% over 
the past decade. This is about four times the rate 
of growth for carbon steel during the same period. 


The many markets already developed for stainless 
steel in such fields as aviation, atomic energy, guided 
missiles, armament, food, chemical, construction and 
general industry are so widespread and diversified as 
to assure stability and continued growth. 


The ability of stainless steel to retain its great strength 
and its high corrosion resistance at extremes of tem- 
perature are important characteristics in its growth. 
These specific and unusual qualities make the future 
potential of stainless steel of great significance in both 
civilian and military uses. 


Jl Jones & Laughlin 
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oe @ & «. «2 GREAT 


“Tay 1957 


N AM E IN 


STEEL CORPORATION: PITTSBURGH 


S FF € Sh 


459 








PREFERRED STOCKS IN ComMON TRUST FUNDS 


HE PREFERRED STOCK SEGMENT OF 
"Tine 228 Common Trust Funds stud- 
ied by Trusts AND EstaTEs as of the 
available valuation date nearest Decem- 
ber 31, 1956, showed a slight drop from 
the previous year, both as to total dollar 
value and percentage of the aggregate 
portfolio. In discretionary funds pre- 
ferred stocks declined from $166.2 mil- 
lion and 10.9% of portfolio to $161.3 
million and 9.7%. Among. restricted 
type funds, the change, while less, was 
in the same direction, from $47.5 mil- 


lion and 14.2% of portfolio to $46.6 


million and 13.5%. These figures relate 
to total aggregate holdings among the 
discretionary funds of $1,519.3 million 
in 1955 and $1,616.6 million in 1956. 
The restricted funds totalled $335.3 
million in 1955, $343.9 million in 1956. 

Among the 168 discretionary type 
funds, 135 held preferred stocks, while 
35 of the 60 restricted type funds held 
such securities. Of the 135 discretionary 
type funds holding preferred stocks, the 
great majority — 110 limited the 
preferred stock commitment to 15% or 
less of their total portfolio, the others 


ranging as high as 39%. The restricted 
type funds had a wider range — from 
less than one per cent to 51%, with 23 
of these funds holding commitments be- 
tween 16% and 35% of total portfolio. 

The preferred stock holdings were 
spread over 553 issues, representing 372 
companies, divided among the following 
categories: Drugs, Foods and Tobaccos 
— 37; Financial and Insurance — 15: 
Industrial 115; Merchandising and 
Miscellaneous — 26; Petroleum, Mining 
and Metals — 30; Public Utilities — 
304; Transportation — 26. 





PREFERRED STOCKS IN COMMON TRUST FUNDS 


(Figures represent number of funds holding; asterisk denotes convertible) 


Drucs, Foops, Tospacco 


1955 1956 








1955 1956 1955 1956 
, Securities Acceptance 5% . 1 1 Gen. Controls 6% ..........-.--- 1 1 United Aircraft* $4. 3 4 
bs 1955 1956 Southwestern Invest. $1... 1 1 Gen. Motors $3.75 ... 81. 29 United Aircraft 5% 8 1 
— Pom arnt 5.50" ; : Tri-Continental $2.70 —...... 6 7 Gen. Motors $5.00 ._ 33 31 United Shoe Machinery 6% 1 2 
—— oom a ida ie Gen. Shoe $3.50 —._________... 3 3 U. S. Borax & Chem. 4% 4 o% 0 2 
Amer. Snuff $6. wevvsneneneenest 1 INDUSTRIALS Gen. Tire & Rub. $4.25 —__ 1 1 U. S. Gypsum $7. 4 4 
Amer. Sugar Refin. $7. 3 3 Air Reduction* $4.50 9 3 Gen. Tire & Rub.* $4.50 . 2 1 U.S. Plywood $3.75 8 6 
Amer. Tobacco $6. —_ 30 32 Allis Chalmers* $4.08 .... 9 9 P. H. Hanes Knitting 5% 1 1 U.S. Rubber $8. __.... 10 14 
Beatrice Foods $4.50 10 11 Amer. Brake Shoe*  —— 12 10 M. A. Hanna $4.25 —.£.. 6 0 Victor Chem. Works 3%% 2 2 
Canada Dry $4.25 — 2 4 Amer. Cam 1% oo ese connnnn 24 25 M.A. Hanna $4.50... «1 2=S«0Ss WW. ' Va. Pulp & Paper $4.50 1 2 
Colgate-Palmolive-Peet $3.50 8 8 Amer. Cyanamid* $3.75 _.... 21 8  Harbison-Walker Refract. $6. 2 2 Westinghouse Elec. $3.80 _ 27 28 
Continental Baking $5.50 — 38 3 Amer. Machine & Foundry Hercules Powder $5. _....... 7 6 Whirlpool-Seeger 412% 1 1 
a ee ee M.S 8 tk 8s 1 2 Heyden Chem. $3.50 1 2 White Motor $5.25 aa - 
Foremost Dairies “~ ap oat 1 0 Amer. Marietta 5% es 1 3 Heyden Chem.* $4.375 —... 1 1 Worthington $4.50 ss 1 2 
Foremost Dairies 4%% -. 2 0 Amer. Potash & Chem. 4% 1 1 Hooker Electrochem. $4.25. 3 3 
General Mills $5. -.... 12 13 Amer. Rad. & Stand. Hudson Pulp & Paper 5% 2 2 MERCHANDISING & MISCELLANEOUS 
Great Western Sugar $7... 4 4 San. $7. = 1 1 Hudson Pulp & Paper 
Gulf-States Land & e Allied Stores $4. a 9 9 
; Amer. Viscose 5% ........ coke AO 0 SRS ae cone eens 2 2 pes eng * $4. 25 ° ; 
ee 2 0 Anchor-Hocking Glass $4. 3 3 Ingersoll-Rand $6. ~ 2 38 <4 
H. J. Heinz $3.65 ..... 3 3 ; Associated Dry Goods $5.25 3 4 
Armstrong Cork $3.75 — 8 9 Interchemical $4.50 3 4 Avondale Mills $4.50 1 i 
George W. Helme $7. -—— 2 1 A. S. Beck Shoe $4.75 _. 1 1 Int. Harvester $7. —...... 37 43 B “a on - : : 
Hershey Chocolate 4%2% -- 5 5 Bell & Howell 4.75% 1 © Int. Min. & Chem. $4. 31 oe - 
Horn & Hardart 5% -......... 4 4 Borg-Warner $3.50 - 7 Int. Paper $4. ia 9 Burlington Industries $4 2 2 
Jewel Tea $3.75 _..............-.. 1 1 Budd $5. i 0 1. LTE. Circuit Benches 4: 60% 4 4 Burlington Industries $4.50 1 0 
. 7 S oOo 6 
Liggett & Myers Tobacco $7. 18 21 Calumet & Hecla $4. 15 2 2 Kaiser Alum. & Chem.* $4.12 0 11 Colonial Stores 4% 2 2 
. ve 87. q 6 s , Food Fair Stores $4.20 4 2 
Carrier 4%% — 2 Kaiser Alum & Chem. $4.75 13 17 Gimbel Bros. $4.50 9 = 
Merck $3.50 6 6 Caterpillar Diesbin $4. 20 _.19 18 Kendall $4.50 _~ 2 2 alee ray AS = 
Merck* $4. _........... aa Grand Union 4.50% 1 2 
Celanese* $4.50 23 14 Koppers $4. 8 9 
Merck $4.25 a oie a 0 W. T. Grant $3.75 10 10 
II Rg scans cece 1 1 James Lees & Sons $3. 85 - 0 2 ; Pima 
National Biscuit $7. _ 14 18  Gelotex $1. ae 2 Lowenstein & Sons 4%% 1 0 Grayson-Robinson* $2.25 1 0 
National Distillers* $4. 25 . 0 8 Champion Paper & Fibre Lynchburg Foundry $4. 25 1 1 Halle Bros. $2.40 1 1 
Pe eee 9650 CS 5 ) Hecht $3.75 = 3 3 
$4.50 3 4 Magnavox* 4% 0 ; res 
Chars Piiser $4. —..__._.... 11 4 Chatham Mfg. 4% _ 2 P. R. Mallory ae 4 4 McCrory Stores $3.50 4 : 
Philip Morris $3.90 4 4 Chicago Pneum. Tool* $3. 1 0 Mead $4.25 1 1 R. H. Macy $4.25 2 = 
Philip Morris $4... 10. 12 Clark Equipment 5% 1 1. Mead* $4.30 1 9 Marshall Field $4.25 =. = 
Pillsbury Mills $4... 1 1 Glevite 41% % 1 1. Melville Shoe $4. o 2 May Dept. Stores $3.40 ee 
Quaker Oats $6... 6 9  Gluett Peabody $4. 3 5 Melville Shoe $4.75 Te ety ty ee 
R. J. Reynolds Tobacco $3. 60 13 12 Compo Shoe Mach.* 5% 1 1 Minneapolis-Honeywell ontgomery Ward 7% 11 12 
R. J. Reynolds Tobacco $4.50 14 14. @ontainer $4. 5 5 Reg.* 3.30% rede 1 Moore-Handley Hardware 
S. Porto Rico Sugar 8% 2 1 Continental Can $3. 15 Eee 7 National Container* $1. 25 x 0 oe, a Bros. 43, ee ; ; 
Standard Brands oe —- 7 7 Continental Can* $4.50 ... 0 8 National Cylinder Gas 44% 3 3 7g . roo o. 75 ‘ rs 
Stokely-Van Camp 5% -.- 1 1 Cook Paint & Varnish $3.00 2 1 National Gypsum $4.50 ; * 2.) a sohond ng a os 
United Biscuit $4.50 - - 4 3 Corning Glass $3.50 2 1 National Supply 4%% 2 0 re ee aos ae a J 
Universal Leaf Tobacco $8. 3 3 Crane $3.75 ; 8 8 Olin Mathieson Chem.* afeway Stores* $4.30 -. : . 
Ward Baking $5.50 1 © Grown Cork & Seal $2... 2 2 $4.25 ‘Seow ee Ct 
Wesson Oil & Snow Crown Zellerbach $4.20 14. 14 Oliver* $4.50 2 1 bean ope laa ae 
FS cal = a an sat —- 4 © Dana $3.75 1 3 Owens Illinois Glass $4. 0 5 es othrop 0’ 
esson nower Deere 7% 8 10 Oxford Paper $5. 2 2 a ; : 
4.8% seve © 2 Diamond Alkali* 4.40% 6 0 Phileo $3.75 i 5 ¢ PETROLEUM, MininG & Merats 
yee , Diamond Ice & Coal 5% 2 2 Radio Corp. of Amer. $3.50 21 20 Allegheny Ludlum Steel* 
FinanciaL & INSURANCE Diamond Match $1.50 14 15  Rayonier $2. 2 0 $4.375 1 0 
Amer. Discount 5% —....... 1 1 Dixie Cup* 5% 2 2 Rohm & Haas $4. 3 3 Aluminum Co. of Amer. 
Amer. Home Assur. 4.64% 2 1 du Pont $3.50 10 11 St. Regis Paper $4.40 2 2 3.75 % secs 17 
Amer. Investment $5.25 4 3 du Pont $4.50 ~ 28 25 Scott Paper $3.40 3 1 Amer. Smelt. & Refin. $7. 16 19 
Associates Investment 4%% 1 1 Eastman Kodak $6. = 1 1 Seott Paper $4.00 5 3 Anderson-Prichard Oil* 
Christiana Securities 7% 1 1 Thomas A. Edison 642% 1 1 Sherwin-Williams $4. _... 5 5 44% .... Ones 0 6 
Household Finance $3.75 7 8  Ekeo Products $4.50 1 1 Spencer Chemical $4.20 _.. 3 4  Anderson- Prichard ‘Oil* 
Household Finance $4. cote 5 = Elliott 5% wus 1. Sperry Rand $4.50 ae 4 6 442% ; 0 1 
Household Finance $4.40 _. 9 10 Firestone Tire & Rub. $4.50 5 3 Sylvania Electric $4.00 _.... 3 4 Ashland Oil & Refin.* * $1. 50 2 2 
Marine Midland* 4% - 5 5 Flintkote $4.00 = _. : 4 <— eee 1 1 Ashland Oil & Refin.* $5. 3 3 
Providence Wash. Ins.* $2... 2 2 Food Mach. & Chem.* 3%% 4 1 Textiles 4% 1 1 Atlantic Refin. $3.75 18 18 
Seaboard Finance $4.75 — 1 1 Food Mach. & Chem. $3.75. 10 12 Thompson Products. $4. ... 7 10 Bethlehem Steel $7 8: 3 2S 
Seaboard Finance $5.00 .... 2 2 Fruehauf Trailer $4. 4 2 Tung Sol Electric* $4.30 _. 3 3 Bridgeport Brass* 414% 2 3 
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1955 1956 1955 1956 1955 1956 1955 1956 
| Champion Oil Refin. $3. _. 1 1 Atlanta Gas Let. 4%% ..... 2 2 Consumers Pwr. $4.16 —_. 5 5 Georgia Pwr. $4.60 — 11 
a3 Gen. Amer. Oil 6% --....... 1 1 Atlantic City Elec. $4. ___ 1 2 Consumers Pwr. $4.50 —... 19 18 Georgia Pwr. $4.92 4 4 
4 Gen. Cable $4 1 1 Baltimore Gas & Elec. $4. _ 2 1 Consumers Pwr. $4.52 —....10 11 Georgia Pwr. $5 . 3 2 
; Int. Nickel $7. 3 2 Baltimore Gas & Elec. $4.50 6 9 Dailas Pwr. & Let. 4% 3 3 Gold & Stock Tel. Gtd. at. 1 
int. eee Toe) 1 2 Black Hills Pwr. & Let. 4.56 1 2 Dallas Pwr. & Let. $4.24 4 4 Gulf Interstate Gas 6% 3 3 
Jones & Laughlin Steel $5. 4 6 Boston Edison 4.25 0 4 Dallas Pwr. & Let. 4%% 2 1 Guif Pwr. 4.64% ‘ 2 3 
Midland Steel $8. ............ 0 1 California Elec. Pwr. $3. 1 2 Dayton Pwr. & Let. $3.75 4 5 Gulf States Utilities $4.20 . 3 4 
Minnesota Mining & Mfg. California-Ore. Pwr. 4.70% 2 2 Dayton Pwr. & Let. $3.90 3 3 Guf States Utilities $4.40 . 5 5 
eT eeepc css 5 California-Ore. Pwr 5.10%. 0 6 Delaware Pwr. & Let. 3.70% 4 5 Gulf States Utilities $4.44... 2 2 
National Lead $6. 6 9 California-Ore. Pwr. 6% 1 1 Delaware Pwr. & Let. 4% 3 2 Hartford Gas 8% j 1 2 
National Lead $7. ee 9 California-Ore. Pwr. 7% .. 1 1 Delaware Pwr. & Let. 4.20% 0 2 Hawaiian Elec. 44% 1 2 
Reynolds Metals 4%4% a 11 Carolina Pwr. & Let. $4.20 2 2 Delaware Pwr. & Let. 4.56 4 3 Hawaiian Elec. 5% 2 2 
Standard Oil—Ohio $3.75 5 5 Carolina Pwr. & Let. $5.00 4 4 Durham Tel. 5%% 2 1 Hawaiian Elec. 5.50 0 1 
Sun Oil 4%% icant “e 0 Central Hudson Gas & Durham Tel. 6% 1 0 Hawaiian Tel. 4.8% 1 2 
Sunray Midcontinent Oil* Elec. .- 4.75% 0 1 Duquesne Let. $2.07% 0 1 Houston Lighting & Pwr. 
$1.65 e See age 2 Central Illinois Elec. & Gas Duquesne Let. $2.10 3 7 $4. 4 3 
Sunray Midcontinent Oil 4.10% ae a ee 3 2 Duquesne Let. 3.75% 5 5 Houston Nat. Gas 5% 2 1 
$4.50 neat: ; .. 20 22 Central Illinois Let. $4.50 . 7 6 Duquesne Let. 4%-°:: 15 13 Idaho Pwr. 4% 6 6 
Sunray Midcontinent Oil* Central Illinois Let. 4.64% 0 2 Duquesne Lgt. 4.10% 2 4 Illinois Pwr. 4.08% 3 4 
5le % eS oi. ae Central Illinois Pub. Serv. Duquesne Let. 4.15% 4 5 Illinois Pwr. 4.20% 4 4 
Tidewater Assoc. Oil $1.20 — 28 31 4.92% Sree ee | 1 Duquesne Let. 4.20% s 7 Illinois Pwr. 4.26% 3 3 
P Transcontinental Gas Pipe Central Louisiana Elec. Eastern Gas & Fuel 4%%. 0 1 Illinois Pwr, 4.42% 3 4 
| Line $2.55 . : 3 3 4%4% . 5 1 1 El Paso Elec. $4.50 0 1 Illinois Pwr. 4.70% 6 6 
Transcontinental Gas Pipe Central Maine Pwr. $3.50 1 1 El Paso Nat. Gas 4.10% 3 1 Indiana & Michigan Elec. 
Line $4.90 ss sek a 3 Central Pwr. & Let. $4. _. 5 5 El Paso Nat. Gas* 4.40% 11 7 44%,% 5 4 
U. S. Smelt. & Min 7% 5 5 Central Tel. 2.50 - Ee 1 El Paso Nat. Gas 5.36% 5 4 Indianapolis Pwr. & Let.4% 2 2 
U. S. Steel $7.00 _ .. 55 64 Cincinnati Gas & Elec. $4. 7 6 El Paso Nat. Gas 5.50% 3 13 Int. Utilities* $1.40 1 1 
Vulean Detinning $1.40 0 1 City Water Chattanooga 5% 1 1 El Paso Nat. Gas 5.65% 9 . { Interstate Pwr. 4.36% 1 1 
Cleveland Elec. Illum. $4.50 12 12 Equitable Gas* 4.50 13 0 Iowa Pwr. & Let. 4.35 1 1 
Pusiic UTIcitries Colorado Interstate Gas 5% 3 1 Florida Pwr. 4% 3 3 Jersey Central Pwr. & Let. 
Columbus & S. Ohio Elec. Florida Pwr. 4.40% 3 2 $4. 5 5 
Alabama Gas $3.50 __.. —- 1 Au,% i ; | 1 Florida Pwr. 4.60% 2 2 Kansas City Pr. & Lt. $3.80 3 3 
Alabama Power $4.20 —..... 4 4 Columbus & S. Ohio Elec. Florida Pwr. & Let. 1.00 0 1 Kansas City Pr. & Lt. $4. 6 6 
Alabama Power 4.60% —~-.. 5 5 4.65% ... : . 1 1 Florida Pwr. & Let. 4.382 . 1 1 Kansas City Pr. & Lt. $4.20 4 3 
Amer. Nat. Gas 6%  -......... 1 1 Commonwealth Edison Florida Pwr. & Let. 44%% 6 7 Kansas City Pr. & Lt. $4.35 0 4 
Appalachian Elec. Pwr. 4.64% — : 0 9 Gen. Tel.* 4.25% 6 6 Kansas City Pr. & Lt. $4.50 7 6 
$4.50 ee a 14 Conn. Let. & Pwr. $2. - 11 12 Gen. Tel., California 4.50% 0 4 Kansas-Nebraska Nat. 
Arizona Pub. Ser. $1.10 —- 0 i Conn. Let. & Pwr. $2.06 .. 1 1 Gen. Tel., California 5% 1 0 Gas 5.00 1 2 
Arizona Pub. Ser. $2.40 _. 0 1 Conn. Let. & Pwr. $2.09 1 0 Gen. Tel., Penna. $2.10 — 3 4 Kansas Pwr. & Let. 5% 1 1 
Arkansas Pwr. & Let. $4.32 1 1 Conn. Let. & Pwr. $2.20 .. 1 1 Gen. Tel., Penna. $2.25 7 7 Kentucky Utilities 4%% 6 8 
Arkansas Pwr. & Let. $4.72 5 6 Conn. Pwr. $4.50 0 2 Gen. Tel. of Laclede Gas* 4.32% 0 3 
Atlanta Gas Let. $4.44 2 4 Consol. Edison $5. 42 43 Southwest 514% e 1 1 Lone Star Gas* 4.75% 7 0 
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Consecutive Dir idend OIL COMPANY oh 

j A regular quarterly dividend of INC Sout] Cali 7 
: fifty cents (50¢) per share on ° yr pani 55 en 


the Capital Stock of the Company 
has been Jeclared this day, pay- 
able on june 10, 1957, to stock- 
holders of record at the close of 
business on May 10, 1957. 

The stock transfer books will re- 
main open. 

i S. T. CrossLanp 

; Vice President & Treasurer 


Dividend No. 185 


The Board of Directors on April 
23, 1957, declared a quarterly divi- 
dend of 50¢ per share on the out- 
standing capital stock of this 
Company, payable June 10, 1957, 
to stockholders of record at the 
close of business May 3, 1957. 





Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 29 

25/2 cents per share; 


A. M. SHerwoop, Secretary 
) April 23, 1957 
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CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 6 

26/2 cents per share; 





ss seeeeeeeeesy 


Atias Corporation 
33 Pine Street, New York 5, N.Y. 








CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 38 

301/2 cents per share. 





exorecnon] 
Ca 


= 
THE FLINTKOTE COMPANY 


New York 20, N. Y. 










Dividends declared on 
59% Cum. Preferred Stock 





QUARTERLY DIVIDENDS 
have been declared as follows: 


Common Stock* 
sixty cents ($.60) per share 


$4 Cumulative Preferred Stock 

one dollar ($1) per share 
Both dividends are payable June 
15, 1957 to stockholders of record 


at the close of business May 31, 
1957. 


WILLIAM FEICK, Jr., Treasurer 
May 1, 1957 
* : 
th consecutive 
] 1 5 dividend 
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and Common Stock 





® Preferred Dividend No. 4 
Regular quarterly of 25¢ 
per share 
Payable June 15, 1957 
Record date May 27, 1957 


® Common Dividend No. 62 


Regular quarterly of 15¢ 
per share 

Payable June 20, 1957 
Record date May 27, 1957 


WALTER A. PETERSON, 


Treasurer 
May 7, 1957 














The above dividends are pay- 
able May 31, 1957, to stock- 
holders of record May 5. 
Checks will be mailed from the 
Company's office in Los Ange- 
les, May 31. 


P.C. HALE, Treasurer 


April 19, 1957 











461 

















1955 1956 1955 1956 1955 1956 1955 195¢ 
Long Island Lighting $4.35 6 6 Northern States Pwr. $4.11 9 9 P.S. Elec & Gas $4.08 —_. 7 8 Tenn. Gas Trans. 4.10% 1 1 
Long Island Lighting $4.40 0 2 Northern States Pwr. $4.16 0 2 P.S. Elec. & Gas $4.18 .._.. 4 4 Tenn. Gas Trans. 4.25% 3 2 
Long Island Lighting $5. 2 3 Ohio Edison $3.90 __......... 6 6 P.S. Elec. & Gas $4.30 3 38 Tenn. Gas Trans.* 4.50% 0 7 
Louisiana Pwr. & Let. 4.44 0 38 Ohio Edison $4.40 _ 8 6 Pub. Serv.—Colo. $4.25 —. 7 10 =Tenn. Gas Trans. $4.60 _. 2 1 
Louisiana Pr. & Lt. 4.96% 2 2 Ohio Edison $4.44 _ WWW. 5 5 Pub. Serv.—Ind. 4.16% —-.. 5 5 Tenn. Gas Trans. 4.64% 7 6 
Louisville Gas & Elec. 5% — 2 2 Ohio Edison 3 3 Pub. Serv.—Ind. $4.20 —.. 5 2 Tenn. Gas Trans. 4.65% 6 6 
Metropolitan Edison $3.80. 7 7 Ohio Power 1 2 Pub. Serv.—Ind. 4.32% — 11 9 Tenn. Gas Trans. $4.90 —_-... 9 9 
Metropolitan Edison $3.85. 5 6 Ohio Power 4 38 Pub. Serv.—Okla. 4% —. 1 1 Tenn. Gas Trans.* 5% ..... 0 2 
Metropolitan Edison $3.90.13 16 Ohio Power $4.50 8 8 Pub. Serv.—Okla. 4.24 S 2 ‘Tenn. Gas Trans. 5.10% 7 9 
Metropolitan Edison $4.35. 7 8 Oklahoma G. & El. $4.24 _. 2 3 Rochester G. & El. $4. 3 3 Tenn. Gas Trans. 5.12% 2 2 
Metropolitan Edison $4.45 — 5 5 Oklahoma Nat. Gas 4%% . 4 3 Rochester G. & El. $4.10 0 1 Tenn. Gas Trans. 5.25% 3 3 
Minneapolis Gas 5.00 _...- 0 1 Oklahoma Nat. Gas 4.92%. 3 3 Rochester G. & El. $4.75 2 2 Texas Eastern Trans. 4.50% 1 1 
Minneapolis Gas 5.10 0 1 Pacific Gas & Elec. 4.36%. 3 5 Rochester G. & El. $4.95 0 2 Texas Eastern Trans. 4.75 — 1 1 
Minneapolis Gas 5.50 __..... 0 2 Pacific Gas & Elec. 4%%..13 15 Rochester Tel. 5% —_........... 2 2 Texas Eastern Trans. 5% . 3 4 
Mississippi Pwr. 4.40% -... 0 3 Pacific Gas & Elec. 4.80%. 9 9 San Diego G. & El. 4.40 1 8 Texas Eastern Trans. 5.50% 4 2 
Mississippi Pwr. 4.60% ...... 1 1 Pacific Gas & Elec. $5. -.... 22 21 #£San Diego G. & El. 4% 4 4 Texas Eastern Trans. 5.85 — 0 1 
Mississippi Pr. & Lt. 3.90% 0 1 Pacific Gas & Elec. 54%% 11 12 San Diego G. & El. 5% —. 2 5 Texas Elec. Serv. $4.00 -.-_. 3 2 
Mississippi Pr. & Lt. 4.36% 1 1 Pacific Gas & Elec. 6% 30 33 San Jose Water Works 4.70 1 1 Texas Elec. Serv. 4.56% 5 5 
Mississippi Pr. & Lt. 4.40% 0 1 Pacific Lighting $4.36 __. 1 8 San Jose Water Works 4% 2 1 Texas Elec. Serv. 4.64% 2 1 
Mississippi Pr. & Lt. 4.56% 2 2 Pacific Lighting $4.50 12 11 #£=Savannah El. & Pr. 4.36%. 1 1 Texas Pwr. & Let. $4.00 : 1 
Missouri Pub. Serv. 4.30% 1 1 Pacific Lighting $4.75 __. 11 12 Scranton Spring Brook Texas Pwr. & Let. $4.56 6 5 
Monongahela Pwr. $4.40 .. 5 5 Pacific Pwr. & Let. 5% 1 | Water 4:10... 4 5 Texas Pwr. & Let. $4.84 1 1 
Monongahela Pwr. $4.50 _. 2 2 Pacific Tel. & Tel. $6. 4 4 §. Carolina El. & G. 4%%. 2 1 Toledo Edison $4.25 __.... 7 9 
Monongahela Pwr. $4.80 —. 3 3 Panhandle Eastern Pipe S. Carolina El. & . 5% —. 0 1 Toledo Edison $4.56 1 1 
Montana-Dakota Utilities ONS See 3 3 SS. Pittsburgh Water 44%% — 1 1 Trunkline Gas $5.00 —... 1 1 
SSS A ER a 0 4 Peninsular Tel. $1. —...... 1 0 S. Pittsburgh Water 4.70%. 2 2 Union Elec.—Mo. $3.50 —... 5 6 
Narragansett Elec. 442% 4 4 Peninsular Tel. $1.30 —.... 1 3 Southern Cal. Edison Orig. 1 1 Union Elec.—Mo. $3.70 - 1 1 
Narragansett Elec. 4.64% . 2 2 Penna. Elec. 3.70% .-.........- 7 6 Southern Cal. Edison 4.08 _ 3 5 Union Elec.—Mo. $4.00 -... 5 4 
New England Power 6% . 2 2 Penna. Elec. 3.80% —_........- 1 0 Southern Cal. Edison 4.24 . 0 10 Union Elec.—Mo. $4.50 10.115 
New Jersey Pr. & Lt: 4%~ 1 1 Penna. Elec. 4.05% -.......... 11 13 Southern Cal. Edison $4.32. 10 11 United Jlluminating 4.35 _. 0 2 
New Jersey Pr. & Lt. Penna. Elec. 4.40% 9 11 Southern Cal. Edison 4.48 .. 3 0 United Tel.—Penna. 4%% 3 3 
ie REE Seetorae 1 1 Penna. Elec. 4.50%  -.......... 1 1 Southern Cal. Edison 4.88% 8 9 Virginia Elec. & Pwr. $4.12 0 7 
N. Orleans Pub. Serv. 4.36% 0 2 Penna. Elec. 4.60%  .......... 0 183 -*Southern Cal. Gas 6% —_.... 2 3 Virginia Elec. & Pwr. $4.20 4 5 
N. Orleans Pub. Serv. 4%% 1 1 Penna. Elec. 4.70% 4 4 Southern Continental Tel. Virginia Elec. & Pwr. $5.00 13 12 
New York El. & G. 3.75% 5 4 Penna. Pwr. 4.24%  -.......:... 7 q AY Ra ne a Re | 1 Washington Gas Let. $4.25 6 8 
New York El. & G. 4.40 . 1 1 Penna. Pwr. 4.25% ae 7 Southern Ind. G. & El. 4.80% 1 1 Washington Gas Let. $4.50 1 0 
New York El. & G. 4%% ~ 3 2 Penna. Pwr. & Let. $3.35 _ 6 5 Southern Union Gas 44%.. 1 1 West Penn Pwr. $4.10 5 7 
Niagara Mohawk Pwr. $3.40 4 6 Penna. Pwr. & Let. $4.40 — 14 14 Southern Union Gas 4%%. 0 1 West Penn Pwr. $4.20 6 6 
Niagara Mohawk Pwr. $3.60 7 5 Penna. Pwr. & Let. $450 — 15 14 Southern Union Gas 5% — 1 0 West Penn Pwr. $4.50 —... 20 21 
Niagara Mohawk Pwr. $3.90 7 6 Penna. Pwr. & Lt. $4.60 3 4 Southwestern El. S. 4.40% 1 1 West Texas Utilities $4.40 2 4 
Niagara Mohawk Pwr. $4.10 8 8 Phila. Elec. $1. 3 4 Southwestern G. & El. 4.28% 1 1 Wisconsin Elec. Pwr. $3.60. 1 1 
Northern Illinois Gas* 5%. 3 3 Phila. Elec. $3.80 —............. 16 18 Southwestern G. & El. 5% 1 1 Wisconsin Elec. Pwr. $6. - 2 2 
Northern Ind. P. S. $4.22... 3 3 Phila. Elec. $4.30 ............4 5 Southwestern P. S. 3.70% — 1 1 Wisconsin Pr. & Lt. 4.40% 1 1 
Northern Ind. P. S. $4.25 - 5 5 Phila. Elec. $4.40 17 18 Southwestern P. S. 3.90% — 3 3 Wisconsin Pr. & Lt. 4% 0 1 
Northern Ind. P. S. $4.40. 0 5 Phila. Elec. $4.68 __... 13. 11 Southwestern P. S. 4.15% 4 4 Wisconsin Pub. Serv. 0 1 
Norhtern Ind. P. S. $4.50- 3 3 Phila. Sub. Water 3.65% 1 1 Southwestern P. S. 4.36% 1 1 Worcester County El. 4.44% 1 1 
Northern Nat. Gas $5.50 —.. 14 14. Phila. Sub. Water 4.95% 1 1 Southwestern P. S. 4.40% 0 3 
Northern States Pwr. $3.60 6 5 Potomac Edison 4.70% —.... 1 1 Southwestern P. S. 4.60% 1 1 TRANSPORTATION 
Northern States Pwr. $4.08 0 1 Potomac Elec. Pwr. 3.60%. 4 3 Tampa Elec. Serv. 4.16% 3 3 
Northern States Pwr. $4.10 5 5 P. S. Elec. & Gas* $1.40 _.. 17 rg Tampa Elec. Serv. 4.32 1 1 Ala. Grt. Southern 6% 1 1 
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CONTINENTAL 





CAN COMPANY, Inc. 


162nd 

COMMON DIVIDEND 
A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable June 15, 
1957, to stockholders of 
record at the close of 
business May 22, 1957. 


50th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93 34) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable July 1, 1957, to 
stockholders of record at 
the close of business 
June 14, 1957. 


3rd 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.12 4) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
company has been de- 
clared payable June 29, 
1957 to stockholders of 
record at the close of 
business June 7, 1957. 


LOREN R. DODSON, 
Secretary 








THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
139th Common Dividend 


The Board of Directors has declared a 
regular quarterly dividend of 60c per 
share on the Common Stock of the 
Company, payable on June 1, 1957 
to stockholders of record at the close 
of business on May 15, 1957. 


GEORGE SELLERS, Secretary 
May 3, 1957 


American-Stardatrd 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable June 1, 1957 to stock- 
holders of record at the close of 
business on May 22, 1957. 

A quarterly dividend of 25 cents per 
share on the Common Stock has been 
declared, payable June 24, 1957 to 
stockholders of record at the close of 
business on June 3, 1957. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


FRANK J. BERBERICH 
Secretary 















TENNESSEE 


AMERICA'S LEADING TRANSPORTER OF NATURAL GAS 


DIVIDEND 
NO. 39 








GAS 


TRANSMISSION 
COMPANY * 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable June 14, 1957 to stockholders 
of record on May 17, 1957. 


J. E. IVINS, Secretary 


TRUSTS AND ESTATES 
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@ “The Story of Creative Capital,’ a @ The statement that in the United 
new motion picture sponsored by the States about 90% of the product goes 
Chamber of Commerce of the United to the workers even though tools account 
States, was premiered in New York City for more than 95% of the work is well 
on May 14. Produced by John Sutherland substantiated in a folder entitled (un- 
of Hollywood, in cooperation with E. I. fortunately) “The Prosperity of We 
du Pont de Nemours and Co., (Inc.), the American Workers Is A Mirage.” Con- 
animated color film explains what capi- vincing in its figures and frank ap- 
9 § talism is, what capital does and where proach, the folder is produced by the 
1 it comes from. May be used for high American Economic Foundation, 295 
¢ school, or adult groups. Madison Ave., New York 17. 


a Oe eB Ore I he eH © 


4 1955 1956 1955 1956 1955 1956 1955 1956 
2 fe Amer. Airlines* $3.50 — 3 2 Colorado & Southern $4. _. 1 1 Norwich & Worcester 8% — 1 1 ae se. 0 2 
” Atch., Top. & Sante Fe 5% 18 16 Greyhound $4.25 3 3 Phila., Germ. & Norr. $6. — 1 1 Geallieen 83 2. q 5 
1 cd Atlanta-Charlotte Air 9% — 1 : @GQrpmened $6.) 2. 2 1 Pitts., Ft. Wayne & Chic. $7. 3 3 Union Pacific 4% — 12 15 
6 { Atlantic Greyhound 4% ___. 1 1 Kansas City Southern 4% — 1 = Sie ee a 0 1 United N. J. R. R. & Canal 

6 Carolina, Clinch. & O. 5% 6 6 Nashville & Decatur 1.875% 1 See ee 8 I ei retires nbaliga take 3 3 
9 Chesapeake & Ohio* $3.50 _ 4 2 Norfolk & Western 4% ...... 3 1 Richmond, Fredericksburg Viemetoe O60 onc Ee 
2 Chi., Rock Is. & Pac.* 5%. 1 0 North Penna 4% —.-W. 1 1 & Potomac 4.00 — 1 1 Wheeling & Lake Erie GTD 1 1 
9 

2 


@ Recognition is the top non-monetary 
factor in keeping people on the job, a 
University of Michigan survey has 
shown. Studying 2,500 skilled workers in 
a Midwestern public utility, the re- 
searchers compared 150 who had quit 
their jobs with 300 comparable persons 
who kept their jobs. Principal sources 
of job satisfaction were: Recognition, 
Achievement, Autonomy, Affiliation and 
fair Evaluation. 











































































































3 r r > AMERICAN GAS 
: Un ION ARB IDE AND ELECTRIC COMPANY 
8 AND CARBON CORPORATION | pe 
0 UCC | Common Stock Dividend 
7 | | © A\‘csuler quarterly dividend of thirty- 
6 = Ts Pen ae | six cents ($.36) per share on the 
1 | A cash dividend of Ninety cents Common capital tock ofthe Company 
| (90¢ er shi > standi iss outstanding in the hands of the 
4 | 90¢ ) per share on the outst anding rer ne romayy ro a cb ge 
1 | capital stock of this Corporation has 10, 1957, to the holders of record et the 
; | been declared, payable June 1, | | close of business May 10, 1957. 
1 1957 to stockholders of record at the | cia deed W. J. ROSE, Secretary 
1 close of business April 26, 1957, (haveithee 
1 + 
BIRNY MASON, JR. 
Secretary 
Se \§ GENERAL 
. FLORIDA POWER CORPORATION "UT ome . 
St. Petersburg, Florida C E M F N T 
April 18, 1957 / 
The Board of Directors of this Corpo- 5 ~' 
fe - this day declared a divi- wae COMPANY 
dend cf forty-five cents (45¢) per , 
share on the outstanding re 
Stock, payable June 20, to 
cnactiatibens of record - the close of COMMON 
business June 10, 1957. STOCK 
E. K. ILGENFRITZ, Treasurer 
; DIVIDEND 
The Board of Directors of General 
Portland Cement Company has this 
day declared a quarterly dividend 
upon its Common Stock of 45 cents 
per share, payable June 29, 1957 
to stockholders of record at the 
close of business on June 10, 1957. 
The stock transfer books will re- 
main open. 
HOWARD MILLER, 
_ Sw 23, 1957 Treasurer 
Dividend Notice 
The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable June 10, 1957, to stock- 
holders of record at the close of business May 17, 1957. 
ERLE G. CHRISTIAN, Secretary 
Ss 
\ wy 1957 


vere 


attaniieel 






DIVIDEND 


Quarterly dividend No. 
145 of $.75 per share has 
been declared on the Com- 

mon Stock of 
ALLIED CHEMICAL & DYE 

CORPORATION 

payable June 10, 1957, 
to stockholders of record 
at the close of business 

May 17, 1957. 
RICHARD F. HANSEN 
Secretary 


April 30, 1957 
Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 











R. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Cavalier, Winston & Salem 
cigarettes 
Prince Albert, George Washington 
smoking tobacco 














QUARTERLY DIVIDEND 


A quarterly dividend of 80 
cents per share has been de- 
clared on the Common and 
New Class B Common stocks 
of the Company, payable 
June 5, 1957 to stockholders 
of record at the close of busi- 
ness May 15, 1957. 
W.J. CONRAD, 
Secretary 


Winston-Salem, N. C. 
April 12, 1957 











_ Ohio Trust Conference Held 
in Cincinnnati 

The Annual Trust Conference of the 
Ohio Bankers Association was held in 
Cincinnati on April 23 with the Cin- 
cinnati Corporate Fiduciaries Associa- 
tion as host. The morning session in- 
cluded a film on “Financial Planning” 
made by Mutual Benefit Life Insurance 
Co. of Newark, N. J., and three ad- 
dresses: “What is Research Doing to 
Old Values?” by Dr. Bert Thomas, di- 
rector, Battelle Memorial Institute, 
Columbus; “Common Stocks as Trust 
Investment Under Present Conditions” 
by Edna Thompson of Girard Trust 





Corn Exchange Bank, Philadelphia; and 
“Income Tax Planning for Fiducaries” 
by Roger Powell, Columbus tax attor- 
ney. 

After lunch came an address by Earl 
Morris, president of the Ohio State Bar 
Association, followed by a “Report on 
Current Legislation” by Lawrence J. 
Burns, Columbus Legislative Counsel, 
Ohio Bankers Association. 


Concluding the afternoon session was 
a panel discussion on “General Relations 
and Practices with Attorneys,” compris- 
ing four special topics and a general 
summary. “Assisting Attorney by 
Furnishing Sample Copies of Legal 
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GOVERNMENT 
STATE * MUNICIPAL + HOUSING AUTHORITY 
PUBLIC REVENUE BONDS + RAILROAD 
PUBLIC UTILITY & INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES 
INVESTMENT STOCKS 


! Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 


48 Wall Street, New York 5, N. Y. 
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Documents” was presented by W. T. 
Hackett, vice president and trust officer. 
Huntington National Bank, Columbus 
“Reviewing Wills and Trust Agreements 
with Prospective Customers” was dis 
cussed by Josiah T. Herbert, assistan: 
vice president and trust officer, Toledo 
Trust Co.; Harold Minnich, vice presi- 
dent and trust officer, Central Nationa! 
Bank, Cleveland, offered “Discussion of 
Judd Case and Preparing and Filing Ac- 
counts (Machine Bookkeeping) ;” and 
Arthur Young, trust officer, Mahoning 
National Bank, Youngstown, | talked 
about “Preparing and Filing Applica- 
tions for Appointment, Inventories, 
Schedules, Etc.” The final summary was 
made by Robert Goldman, counsel for 
Ohio Fiduciaries Research Association. 


A A A 


Favorite Fifty Common Stocks 
in 228 Common Trust Funds 


1/1/57 1/1/56 


General Electric _ _- 3B 145 
General Motors __. 172 151 - 
Standard Oil (N. J.) — 171 157 
Amer. Tel. & Tel. - me re 150 
E. I. du Pont 156-129 

Christiana Securities 13-13) 169 142 
Union Carbide & Carbon _.. 168 152 
(i. | a eee E 150 138 
Phillips Petroleum - 135 126 
Sears Roebuck 124 114 
National Dairy Products _ 119 106 
Socony-Mobil Oil 118 110 
J. C. Penney __. 111 100 
American Cyanamid . 106 87 
Kennecott Copper 104 95 
General Foods 101 92 
Standard Oil (Ind.) 100 78 
Standard Oil (Cal.) 94 80 
American Gas & Elec. 94 80 
First Nat. City Bank, N. Y. — 93 89 
Commonwealth Edison 86 75 
Johns-Manville __. 84. 77 
National Lead 80 69 
Allied Chemical & Dye 7 76 
American Can __ CL 64 
Westinghouse Electric ris 107 


International Harvester 74 72 
Gulf Oil is : he 43 
International Paper - 68 6] 
Philade!phia Electric = 66 57 
Owens Illinois Glass _... 64 61 
United Gas 64 55 
Eastman Kodak ee 63 56 
Continental Can _. teat 62 53 
Continental Oi... 62 61 
Dow Chemical __. e 62 63 
CAcl. Financial ae 18 
Pacific Gas & Electric ae 61 49 
Guaranty Trust, N. Y. _. _ 60 57 
Monsanto Chemical _ bs 60 54 
Pittsburgh Plate Glass —_ 58 54 
Niagara Mohawk Power 55 19 
Walon Pacme |S 51 
Cleveland Elec. Illuminating _. 54 52 
Corn Products Refining —...-._ 53 50 
United States Gypsum _.....-- 53 By) 
SC ee eee | 50 
Southern California Edison _.. 51 45 
Virginia Electric & Power 51 50 
American Home Products 50 50 
Insurance Co. of N. America _ 49 50 


TRUSTS AND ESTATES 




















»- Developments of 1956 ‘ 
a EP reflect a pattern for progress. 
7. : 









The 1956 achievements of W. R. Grace & Co. fit into its long-range pattern 
for progress. During the year the Company accelerated research and 
development . . . pushed construction and enlargement of manufacturing 
plants here and abroad . . . took further steps to expand paper and 
chemical operations in Latin America .. . and proceeded with the program 
of replacing the Grace Line fleet. 

| During a year of record-high capital expenditures, the Company also 
reported higher earnings for the fourth consecutive year. For the complete 
\ story on these and other developments in Casa Grace, see the 1956 






THE GRACE 
ORGANIZATION 


W. R. GRACE & CO., backed by a 
century of experience in business and 
industry, continues to move ahead—in 
chemical manufacturing and processing 
...in widespread Latin-American enter- 
prises ... in world trade, transportation 
and finance. 


CRYOVAC COMPANY DIVISION 
DAVISON CHEMICAL COMPANY DIVISION 
DEWEY AND ALMY CHEMICAL COMPANY 
DIVISION 
DEWEY AND ALMY OVERSEAS COMPANY 
DIVISION 
FOSTER AND KLEISER COMPANY DIVISION 
GRACE CHEMICAL COMPANY DIVISION 
GRACE RESEARCH AND DEVELOPMENT 













\nnual Report. 















Highlights of the Year’s Operations 
Year Ended December 31, 1956 


Sales and Operating Revenues...............$438,136,637 
Net Income After Taxes............... ..$ 19,785,020 
Per share of common stock (Based on 


1955 


$427,066,329 
$ 18,780,394 
















average number of shares outstanding) $ 1.41 $ 1,2] DIVISION 
Preferred Dividends Paid. ..................$ 936.498 $ 960,000 GRACE LINE INC. 
Common Dividends Paid...................8 9,828,042 $ 8,473,117 GRACE NATIONAL BANK OF NEW YORK 
t Per share—At rate of $ 2.30 § 2.00 POLYMER CHEMICALS DIVISION 
7 Net Working Capital.......................$108,137,879 $129,845,130 LATIN a AND CHEMICAL 
RUSTIC oe ks oe 2 ts res alae AU Bere Goss ets 2.2 to | 2.3 0:1 
Net Giel Matittie. siossnncbeodshinddin avait $163,888,582  $138,568,405 SEN Sas Seer 
tockholders’ Equity per Common Share....... $ 16.91 $ 15.56 
‘umber of Common Shares Outstanding. ...... 4,493,193 1.284.831 
umber of Common Stockholders............ 21,178 16,623 
umber of Employees... .....0.222-s002005 44,795 14,505 
| eeeeee® ee «© e@® @ @ eeeeee¢ee¢e oe e# e@® @® 


ES \ 


For a copy of the 1956 
Annual Report write 
W. R. Grace & Co., Dept. TE, 
7 Hanover Square, N. Y. 5 











Y 1957 


W. R. GRACE & CO. 


Executive Offices: 7 Hanover Square, New York 5 
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STANDARD OIL COMPAN Y anpiana 


and Subsidiaries Report 


Record Highs in Production, Refining and Sales for 1956 


In most respects, 1956 was a good year for Standard Oil Company 
(Indiana). Production, refinery runs and volume of sales all showed 
increases. 


PRODUCTION in 1956 reached an all-time high. At the end of the 
year, which was a successful one in development of new production 
and reserves, our net production was about 316,000 barrels per day 
of crude oil and natural gas liquids, including about 10,000 barrels 
per day in Canada. This is an all-time high for our company and 
marks about a three-fourths increase over our production of just 
10 years ago. During the year we added 42 aii barrels to our 
proved reserves after replacing the 108 million barrels we produced. 
At year end the company’s proved reserves of crude oil and natural 
gas liquids were 2,140 million barrels. A subsidiary has been formed 
to engage in exploration and production in Venezuela and is hopeful 
of acquiring concessions from the Venezuelan government in 1957. 
The company also is drilling wells in Cuba and Jamaica. 


REFINERY RUNS, which actually were held below capacity much of 
the year because of the nation’s excessive gasoline stocks, showed 
a 7 per cent increase over 1955. Expanded demand for our products 
required a record throughput of crude oil and natural gas liquids, 
averaging 642,343 barrels a day over the year. 


SALES set new high records— both in volume of products sold and 
in dollar value despite intense competition. Total sales volume 
increased 4 per cent over 1955 and 84 per cent over just 10 years 
ago. Total value of sales increased 7 per cent over 1955 and 174 
per cent over 1946. Total income increased to $1,911,540,141, up 
5.4 per cent. Our dollar volume of chemical sales increased by 
21 per cent to a total of $17,500,000. 


NET EARNINGS FOR 1956 WERE $149,431,710. This was $8 million 
less than 1955’s record total, which included, as was pointed out 
at the time, a nonrecurring net profit of $9,235,000 from the sale 
of an oil property interest. Excluding this nonrecurring item, our 
1956 earnings were about 1 per cent higher than last year. Per share 
earnings were $4.33, compared with $4.81 the year before. While 


better earnings were indicated because of our increased investment 
and higher volume, our industry has been less successful than 
others in getting repaid for higher wage and other costs through 
increased prices. A factor in reducing 1956 earnings was heavy 
depreciation charges and starting-up expenses for two plants. The 
consolidation of nine principal subsidiaries into four, which was 
completed in January, 1957, also involved substantial expense. 
However, these consolidations will significantly improve efficiency 
and reduce overhead. 


DIVIDENDS IN 1956, including the market value on the date of dis- 
tribution of the special fourth-quarter dividend in Standard Oil 
Company (New Jersey) stock, amounted to $2.31 per share. These 
dividends were valued at $80,041,000. Dividends were paid in 1956 
for the 63rd consecutive year. 


CAPITAL EXPENDITURES FOR 1956 totaled $292 million, compared 
with $230 million in 1955. A good part of the increase went into 
additional leases, geophysical work, drilling and refinery expansion. 
Capital expenditures for 1957 are expected to be up about 20 per 
cent. During the year, $30 million principal amount of our con- 
vertible debentures were called, poh an additional $57.6 million 
were voluntarily converted. These were the principal factors in a 
reduction of $91 million in our total borrowings. At year end, 
borrowings amounted to less than 13 per cent of total assets, as 
compared with a peak of 21 per cent in June, 1949. 


EMPLOYEES AT THE END OF 1956 numbered 52,010, of whom thou- 
sands are Standard Oil stockholders. The loyal service of our 
employees is one of the main factors in our continued progress. In 
line with our policy of keeping wages and salaries competitive with 
prevailing rates in the industry, we put into effect a general wage 
increase of 6 per cent during the year. 


STOCKHOLDERS NUMBERED 143,200 at year end, the largest in our 
history. We have stockholders in every state of the Union and in 
35 foreign countries. Museums, libraries, colleges, hospitals and 
other institutions serving the needs of many people were among 
those receiving regular Standard Oil dividend checks. 


This record of progress reflects constantly improving ability to serve our customers, and demonstrates the splendid support and cooperation of our employees. 





CONSOLIDATED STATEMENT OF EARNINGS 
For the Years 1956, 1955 and 1954 


1956 1955 1954 


Sales and operating reve- 
MOOR. ke ccs cacnces SE,800237;578 $1,781,317627 

Dividends, interest, and 
other income. . 


$1,660,343,193 
21,312,568 
$1,911,540,141 


32,636,188 16,195,654 
$1,813,954,015  $1,676,538,847 





Total income...... 





DEDUCT: 


Purchased crude oil, pe- 
troleum products, and 
other merchandise.... $ 909,613,641 

Operating, selling, and ad- 
ministrative expenses . 

State, local and miscella- 
neous taxes (not in- 
cluding taxes amount- 
ing to $326,779,000 in 
1956, $288,354,000 in 
1955, and $264,952,000 
in 1954 collected from 
customers for govern- 
ment agencies)....... 52,652,573 

Depreciation, and amor- 
tization of emergency 
| SE rn 

Depletion, amortization 
of drilling and develop- 
ment costs, and loss on 
retirements and aban- 
rae 

Interest expense....... 

Federal taxes on income. 

Minority stockholders’ 
interest in net earnings 
of subsidiaries. ...... 


Total deductions. . . 
Net earnings............ 


$ 849,891,953 $ 794,212,096 


597,244,936 561,631,812 553,307,658 


49,622,854 44,552,531 


93,943,392 87,607,924 


77,195,905 


6 45,935,491 
179 11,301,377 
10 


62,119,970 51,575,75 
87,1 
90,00 29,471,000 


9,368,824 11,9 
36,478,000 43,2 


687,095 1,228,709 3,406,021 
$1,762,108,431 $1,656,836,187 $1,559,382,079 
$ 149,431,710 $ 157,117,828 $ 117,156,768 














Copies of the 1956 Annual Report are available on request as long as the supply 
lasts. Write Standard Oil Company, 910 S. Michigan Ave., Chicago 80, Illinois. 
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THE STORY IN FIGURES 


1956 1955 1954 





FINANCIAL: 

‘Total mcome......... $1,912,000,000 1,814,000,000 1,677,000,000 
Net earnings.......... $ 149,430,000 157,120,000 117,160,000 
Net earnings per average 

outstanding share.... $ 4.33 4.81 3.73 
Dividends paid+....... $ 55,360,000 55,970,000 48,780,000 
Dividends paid persharet $ 2.307 2.403 2.083 
Earnings retained in the 

business............ $ 94,070,000 101,150,000 68,380,000 
Capital expenditures.... $ 291,900,000 229,900,000 284,300,000 


"TOGGn GHUMES ......52.<. 


$2,425,000,000 2,332,000,000 
Net worth... 


2,187,000,000 
$1,900,000,000 1,701,000,000 
$ 53.7 


1,574,000,000 


Book value per share... 53.71 51.46 48.48 
PRODUCTION: 
Crude oil and natural gas 
liquids, barrels per 
a Ee rr ae 294,855 274,083 249,564 
Oil wells owned, net 
(VOOR GMO)... 6. ies 10,451 10,080 9,764 
Gas wells owned, net 
| 1,973 1,855 1,763 
MANUFACTURING: 
Crude oil and natural gas 
liquids processed, bar- 
rem per gay... ...... 642,343 601,482 579,500 
Crude running capacity, 
barrels per day (year 
MIDS Aaneiesicieists ye:hu8d 703,500 655,800 657,700 
MARKETING: 
Refined products sold, 
barrels per day...... 664,046 640,145 593,855 
Retail outlets served... . 29,890 30,140 30,710 
Natural gas sold, thou- 
sand cubic feet per day 1,264,370 1,189,068 1,077,803 
Crude oil sold, barrels 
I 5 a clss555 015,070 3) 336,930 321,765 310,142 
TRANSPORTATION: 
Pipelines built, miles... 250 315 1,163 
Pipelines owned, miles 
ree ee 17,480 17,400 17,550 
Pipeline traffic, million 
barrel miles......... 156,400 146,200 140,500 
Tanker and barge traffic, 
million barrel miles. . . 94,870 94,130 81,290 
PEOPLE: 
Stockholders (year end) . 143,200 132,800 122,100 


Employees (year end)... 52,010 51,520 5 
Wages and benefits..... $ 358,600,000 330,800,000 323,100,000 
+*Dividends paid” include the value on this Company’s books of the 
Standard Oil Company (New Jersey) stock distributed as a dividend. 
“Dividends paid per share” include the market value of the Jersey 
stock on date of distribution. 
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Painting by Marshall Johnson in collection of Second Bank-State Street Trust Co. 


HE EVENTS OF THE PAST EIGHT 
» palin have created a good deal 
of uncertainty concerning the earnings 
outlook for the petroleum industry. The 
shutdown of the Suez Canal last Fali 
and the severance of one of the two 
pipelines to the Mediterranean caused a 
major dislocation in the established sup- 
ply patterns of Middle East oil. The im- 
mediate result was the interruption of 
the normal flow to Western Europe, de- 
pendent for the major part of its re- 
quirements on these supplies. Producers 
in the Western Hemisphere, principally 
the United States and Venezuela, were 
called upon to make up the deficit. As 
a consequence an abnormal demand for 
crude oil primarily and products second- 
arily was created overnight and the re- 
sult was, naturally, to exert a strong up- 
ward pressure upon both crude oil and 
product prices. 


Karly this year leading domestic oil 
companies posted higher crude prices, 
about $0.30 above the old average price 
of $2.85 per barrel. Product prices ne- 
cessarily followed with gasoline and 
heating oil raised lc a gallon. Residual 
oil, particularly needed in Western Eu- 
rope for industrial use, was in heavy 
demand at about 50% above a year 
ago. While these price increases were 
dictated by the immediate realities of 


_— 
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the world situation, more fundamental, 
perhaps, was the fact that crude prices 
since late 1947 had risen less than 10%. 
a period of over nine years, while prices 
and costs in the United States and the 
world generally had increased at a sub- 
stantially greater rate. During the past 
year a noticeable squeeze on profit mar- 
gins occurred for most domestic com- 
panies, particularly pronounced in the 
last half of 1956 following the steel price 
increases. Steel for drilling pipe, long 
distance pipelines, and construction of 
refineries is used in large quantities by 
the petroleum industry and represents 
the most important single material cost. 


Causes for Concern 


The question foremost in the minds 
of investors, and to a lesser extent to 
people in the petroleum industry, is 
whether the recent crude and product 
price increases will hold once the Suez 
Canal is restored to normal operation 
and Middle East oil has again reached 
pre-Suez levels. A further cause for 
alarm has been expressed concerning 
uncontrolled imports following return to 
full production. An examination of the 
facts and historical trends in the indus- 
try indicate that these fears are largely 
ungrounded and that the higher price 
structure is likely to hold. Furthermore, 
any flood of imports is contrary to the 
generally orderly development of rising 
imports to the United States during the 
post-war period. Of primary importance 
in an analysis of these two problems is 
the tremendous scope and great flexi- 
bility of the world oil industry which 
in the past has given evidence of its 
ability to cope with abnormal factors in 
an orderly fashion, such as the shutdown 
in Iran in 195] and its return to pro- 


duction in the Fall of 1954. 


Effects of Suez 


At the time of the Suez Canal closure 
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last November, total Free World pro- 
duction was about 15,000,000 barrels 
a day, of which approximately 3,800,000 
barrels was from the Middle East or 
25% of the Free World total. The 
amount of oil in passage through the 
Suez Canal was about 1,300,000 bar- 
rels daily and through the Iraq pipe- 
line, which was cut later on about 
550,000 barrels daily. Most of this oil 
was flowing to Europe, but a good part 
of it also crossed the Atlantic. 


Actually the supply lost through the 
Suez Canal was not 1,300,000 barrels a 
day, but approximately 600,000 barrels, 
since most of this oil was diverted 
around Africa to Europe, which nearly 
doubled the delivery time but still en- 
abled the tanker fleet to lay down in 
Europe more than half of the normal 
supply of oil. In effect the total amount 
involved in the Suez seizure was prob- 
ably not more than 1,200,000 barrels 
daily, including that lost from the pipe- 
line, which in total represented about 
8% of world supply. 





Photo Texas Co. 


Portable drilling rig for seismographic 
exploration work. 
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The immediate effect of Suez, of 
course, was to throw into confusion 
‘established transportation routes and to 
cause a deficit in the supply of oil to 
Western Europe. It is at this point that 
the world petroleum industry demon- 
strated its ability to fill the gap and to 
restore the “lost” supply within a rela- 
tively short period without undue hard- 
ship to Western Europe. 


After Settlement — What? 


It seems likely that, once political sta- 
bility returns to the Middle East and a 
satisfactory agreement is reached w:th 
the Egyptians, production will be in- 
creased at a rate calculated not to upset 
the normal supply-demand relationship 
of the world oil industry. World petrol- 
eum demand has been increasing in the 
post-war period by about 10% annually, 
so that if such an addition again mate- 
rializes in 1957 and 1958, this increase 
in demand could well serve to take up 
the increment in Middle East produc- 
tion which would bring operations back 
to pre-Suez levels. 


It is interesting to note that consider- 
able apprehension was expressed a few 
years back concerning world over-sup- 
ply, following the return of Iranian pro- 
duction to pre-shutdown levels. A final 
agreement was made in mid-1954, but 
it took nearly two years for Iranian 
production to approach the pre-shut- 
down level, and still in January 1957 it 
had not equalled the normal 1951 rate. 
Percentagewise, Iranian oil, at the time 
of the 1951 shut-down, was about 7% 
of the Free World total, a little less than 
now involved in the Suez crisis, but it 
is apparent that no serious unsettlement 
was created with the return of Iranian 
oil to the world markets. Although it 
seems probable that the lost Middle East 
production will come back at a faster 
rate than in Iran, nevertheless it is be- 
lieved that this production will be ob- 
sorbed without any serious dislocations. 





Photo Cities Service Co. 
Checking well pressures in Texas Gulf 
Coast field. 

The world oil industry today has ac- 
cess to a vast amount of information on 
current operations in nearly every part 
of the Free World through government 
publications and trade journals, weekly 
figures on crude production, output of 
products by refineries and posted prices. 
Also, the amount of oil shipped between 
nations is ascertainable through monthly 
reports from government sources. With 
this abundance of information available 
to management, operations can be 
closely governed by projection of sup- 
ply and demand requirements in nearly 
every important country. Each major 
company now maintains as an essential 
part of its operations a Market Research 
Division and an Economics Department. 
Furthermore, in the current crisis an 
industry group was established with the 
full approval of the United States Gov- 
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ernment to coordinate the activities of 
the major companies in providing West- 
ern Europe with its emergency require- 
ments. This committee has functioned 
most satisfactorily in managing the “oil 
lift” to Europe. 


Regulatory Authorities 

Another important influence in keep- 
ing supply in line with market condi- 
tions is the Texas Railroad Commission. 
This State regulatory body is respons- 
ible for establishing allowable crude oil 
production in Texas at a level which 
will prevent production in excess of de- 
mand and assist the best interests of 
conservation. While the Commission is 
not as important as a regulatory influ- 
ence in world petroleum supply as ten 
years ago, it is still very influential, at- 
tested by the fact that in 1956 Texas 
produced slightly better than 20% of 
the Free World’s oil compared with 30% 
in 1946. In the United States the Com- 
mission is dominant, establishing Texas 
allowables which accounted for 45% 
of the 7,150,000 barrels of crude pro- 
duced in 1956. 

The Commission usually holds month- 
ly meetings, attended by representatives 
of most important domestic companies, 
at which time nominations are made to 
the Commission concerning future crude 
requirements. The Commission then es- 
tablishes production at a level which it 
considers commensurate with future 
demand and in the interest of conserva- 
tion. It is noteworthy that the Commis- 
sion at this time of year customarily re- 
duces allowable production by several 
hundred thousand barrels daily in order 
to maintain supply in keeping with the 
considerably lower overall seasonal re- 
quirements of the industry in the Spring 
and Summer. 

There are also regulatory agencies in 
Louisiana, Oklahoma and Kansas re- 
sponsible for State conservation and 
maintenance of production at reasonable 
levels. It is therefore believed that these 
regulatory authorities and the large 
companies, particularly the seven major 
international ones producing about 55% 
of Free World oil and marketing an 
even larger percentage, will maintain 
production schedules throughout the 
world in line with world crude demand. 
If so, there is little to fear from in- 
ventory accumulation which might 


threaten the existing price structure. 


Post-War Threats to the Price 
Structure 
During the post-war period, on two 
different occasions the domestic price 
of crude has been under acute pressure. 
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The first instance occurred early in 1949. 
In the preceding year there was an 
abnormal build-up of crude and product 
inventories which directly stemmed from 
excess production during most of 1948. 
Early in 1949 the industry began to take 
corrective measures but it was not until 
the latter part of the year that supply 
and demand were brought into proper 
balance. The industry apparently learn- 
ed its lesson, since a similar condition 
has only recurred for a short period in 
the 1954 third quarter. Product prices 
then, as in late 1948 and 1949, were 
substantially reduced and downward 
pressure on the price of crude was very 
strong. However, prompt measures in 
the late Summer of 1954 quickly re- 
established a proper balance. 


Uncontrolled Imports after 
Suez Unlikely 


Another factor of major post-war sig- 
nificance has been the trend of rising 
imports. Fears have been expressed that 
once the Suez Canal is in normal oper- 
ation, we shall face a flood of oil im- 
ports. There is little reason to believe 
that this will be so. Imports in the 
post-war period have risen substantially 
percentagewise but total imports consti- 
tuted only 15.40% of total U. S. demand 
last year of 3.4 billion barrels. This 
compares with 1950 imports equal to 
12.4% of total demand of 2.5 billion 
barrels. Imports of crude from the 
Middle East amounted to only 325,000 
barrels daily or 3.5% of total 1956 
United States demand. The bulk of im- 
poris, averaging 1,440,000 barrels daily 
last year, still comes from the Western 
Hemisphere, mainly South America. 


With agitation against imports and 
Congressional hearings on this subject 
almost continuously in session, it is 
doubtful that the major importing com- 
panies would jeopardize the existing 
level of imports by suddenly raising in- 
coming shipments, thus risking imposi- 


tion of Federal quotas lower than cur- 
rent imports. Any severe curtailment of 
imports by government, however, seems 
unlikely, since this would affect the 


economies of Venezuela and the Middle 
Eas’ which are largely dependent upon 
oil »evenues to finance government and 
we: sre projects. A healthy economic 
con-ition is essential today wherever 
Co: munist influence is threatening to 
un: -rmine political stability. 


‘hile it is not within the province of 
thi. discussion to take a position in this 
Co: 'roversial subject, it would appear 
the importing of crude and products 
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Photo Standard Oil Co. 


(Indiana) 
Scientific charting of earth structure re- 
moves some — but not all — of the risk 
element in seeking new petroleum sources. 
has been conducted in an orderly fash- 
ion and there is little evidence that they 
have or will seriously disrupt the supply- 
demand patterns of the domestic market. 
Will Prices Hold? 

If it is to be assumed, then, that world 
supply can be maintained in line with 
demand and avoiding inventory accumu- 
lation, then there seems little danger 
that the price siructure placed in effect 
early this year will not hold. Higher 
production costs here and the greater 
difficulty in finding oil would seem to 
preclude any major downward adjust- 
ments in the price of crude. The inde- 
pendent producer has been squeezed by 
rising costs and it is very doubtful that 
he would be willing to reduce his price 
in order to capture a larger portion of 
the market. 


Aithough crude prices in the Middle 
East and elsewhere in the Eastern Hem- 
isphere were not raised at the time of 


the increase in the United States, it 
probable that within — several 
months a corresponding adjustment will 
be made. Large low cost supplies of 
Middle East oil are readily available, 
but there are practical problems in con- 
nection with production and transporta- 
tion which necessitate outlays not ex- 
perienced by domestic producers. All 
production facilities in the Middle East 
must be provided by the oil companies 
themselves, including housing and other 
necessities of life for many of the per- 
sonnel. In addition, transportation costs 
to world markets are abnormally large. 
For example, oil aboard tanker at the 
head of the Persian Gulf must travel 
about 7,500 land miles via the Suez 
Canal route to reach Western Europe. 
Around Africa the distance is nearly 
twice as great. It therefore seems only 
a matter of time before the price of 
Middle East crude will be brought into 
line with domestic and Western Hemi- 
sphere production. 


seems 


Domestic Industry Now 


In reviewing the petroleum situation 
in the first quarter of 1957, total United 
States demand, domestic and export, 
rose nearly 9° above last year. About 
6°~ was attributable to abnormal ex- 
port shipments and 3% to increase in 
domestic consumption. Actually exports 
were somewhat higher than anticipated 
and domestic demand was lower than 
forecast, the latter mainly due to 
weather about 5% warmer than last 
year. Also, gasoline consumption was 
lower than anticipated. However, it is 
reasonable to expect a domestic rise of 
at least 4% for all of 1957 and with 
additional exports in the first half, total 
domestic and export demand should be 
up nearly 6%. If this level of demand 
in the United States, which represents 
about two-thirds of Free World con- 
sumption, is achieved in 1957 and world 
demand approaches its average an- 








DRUG BUSINESS WANTED ON ATTRACTIVE PLAN 
FOR ESTATES, TRUSTS 


Well known national drug firm is interested in acquiring additional 
established products small or large in drug or allied field. We have a 
proven plan of particular interest to trusts, estates, and family-owned 
companies, under which present owners can continue to receive income 
which would be increased by the growth which we create. One possible 
plan provides an attractive means of disposition for owners who seek 
continued income with capital gain on ultimate sale. 
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Estates, 50 East 42nd Street, New York 17. 
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nual 10% gain, the industry should have 
‘little difficulty in maintaining a_bal- 
ance even though the flow of Middle 
East oil reaches pre-Suez levels in the 
last half of the year. 


Early this year considerable pessimism 
was expressed about an abnormally 
high domestic inventory position. At the 
end of 1956 total inventories of crude 
products were about 8% above the pre- 
ceding year. Actually, overall inventory 
acumulation had occurred unexpectedly 
in the last quarter due to a slump in 
consumption of heating oil and gasoline. 
Crude oil inventories were about the 
same as a year ago but inventories of 
gasoline, where most concern was felt, 
were up 12%. However, during the first 
quarter of 1957 the inventory position 
improved to a point where at the end 
of March gasoline in storage was only 
4% above year ago levels and crude 
stocks were 3% below March 1956. 
Overall, inventories were only about 4% 
above a year ago and certainly were no 
cause for concern. 


Quarter Earnings and 1957 
Prospects 


It is not surprising that, with a price 
level some 10% above last year during 
the first quarter of 1957 and with vol- 
ume for most companies 5% to 10% 
higher than a year ago, petroleum com- 
pany earnings have shown good per- 
centage increases. Furthermore, the tax- 
free depletion allowance of 27142% was 
effective on the higher price of crude 
which also benefited profits. However, 
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there was considerable variation between 
companies. 


The international companies’ earnings 
as a group were about 20% better, not- 
withstanding the substantial decline in 
income from Middle East and Eastern 
Hemisphere subsidiaries. Generally, the 
international companies’ Western Hemi- 
sphere earnings rose substantially above 
those of last year in the Eastern Hemi- 
sphere. In some cases income after taxes 
declined more than 506% which, how- 
ever, was offset even more by consider- 
ably higher earnings from increases in 
crude production and better sales from 
the Western Hemisphere. 


Earnings of domestic integrated com- 
panies were not at all uniform, increases 
ranging between 10% and 40% over the 
first 1956 quarter with the average near- 
ly 20% higher. Profits were limited 
somewhat by higher operating costs, 
particularly cost of steel, and it also 
seems likely that many companies pro- 
vided for liberal tax accruals and drill- 
ing writeoffs to furnish an earnings 
cushion later in the year. 


For 1957, it seems reasonable to ex- 
pect that, if prices average close to 10% 
above 1956 and total demand, domestic 
and export, is 6% higher, industry earn- 
ings should certainly exceed 1956 by at 
least 15%. The factors of a substantially 
higher price level and a normal increase 
in domestic consumption combined are 
far greater profit determinants than the 
additional export volume anticipated for 


1957. 


Photo Socony Mobil Oil Co., Inc 
Fuel oil barges on Mississippi River near St. Paul. 


Excellent Values in Integrated 
Companies 


There is a tendency on the part of 
some investors to overlook the rea! 
values inherent in integrated companies. 
particularly those companies which pro 
duce less crude oil than required by 
their refining and marketing divisions. 
It should be pointed out that these com 
panies are engaged in the producing 
end in a large way and even for thoss 
which have a low degree of integration. 
the production end is still ordinarily the 
most profitable. An integrated company 
is, after all, a petroleum company en- 
gaged in the search for and production 
of crude oil, and is also in the business 
of purchasing, refining and marketing 
petroleum and its products. 


The so-called squeeze of refiners 
profits does occur from time to time 
when product prices deteriorate but in 
general the refiner, and also the mar- 
keter, must be able to sell his products 
at a price which will provide a fair 
profit. This has generally been the case 
in the post-war period except for a few 
occasions when the refiner was squeezed 
by low product prices and an inflexible 
crude oil price. It is therefore believed 
that those integrated companies with 
large crude production and_ reserves 
whose stocks can be purchased at rela- 
tively low price/earnings ratios and at 
high yields, represent excellent values 
in the petroleum industry today. A re- 
cent evaluation of one of the large in- 
tegrated companies, whose production 
is equal to about half of its refinery 
requirements, points up the fact that its 
crude oil and natural gas reserves con- 
stitute about 80°C of the total value of 
this company. 


Long-Term Outlook 


For the long-term, there seems little 
doubt that the demand for petroleum 
and its products in world markets will 
continue to rise. The costs of competi- 
tive fuels are still far from being eco- 
nomic. Although some future inroads 
may be made into petroleum markets, it 
is doubtful that any serious threat is to 
be expected from these competitive 
sources of energy. The amount of energy 
locked in a gallon of gasoline is still very 
cheap when one stops to consider that 
this gallon at only $0.35 will drive an 
average automobile for 15 miles over 
the roads. Even more astonishing is the 
fact that today a farmer with a 21% ton 
35 horsepower tractor costing around 
$3500, can plow and harrow an acre 
of land with about 3 gallons of gasoline 
at a total wholesale cost to him of $0.75. 
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The actual cost of the machine, whether 
it be an automobile, a tractor, or a 
heat conversion unit, is relatively small 
compared to the amount of heat or 
energy which the particular machine is 
abie to convert during its lifetime. 


Insofar as maintaining future stability 
within the oil business, administrative 
and other controls in the past twenty 
years have vastly improved. It seems 
probable now that the industry will be 
able to prevent excesses of supply and 
severe price declines such as occurred in 
the 1920s and early 1930s. The prospects 
today for more stable financial and 
economic control are not only good for 
the petroleum industry, but for the 
country as a whole. During the post- 
war period, no severe recession has 
occurred, and it may be that, with the 
lesser importance today of any one 
factor or industry to the general econ- 
omy than existed before World War II 
and the strict credit and monetary 
policies which have been adopted in the 
post-war period, perhaps excessive cycli- 
cal swings can be avoided in the future. 
It seems reasonable to believe that sub- 
stantial progress in the financial and 
economic fiields has been made in the 
past twenty years toward reaching a 
more stable economy, comparable per- 
haps to the great forward strides in 
medicine and science. With these 
thoughts in mind, the investor in the 
petroleum industry can today adopt a 
less cautious approach and feel a greater 
security and faith in the future stability 
of the industry than ever in the past. 


A A A 


N. Y. Trust Committee 
Chairmen Named 


The following chairmen have been an- 
nounced for committees of the New York 
State Bankers Association Trust Divi- 
sion: Public Education — William T. 
Haynes, vice president, Marine Trust Co. 
of Western New York, Buffalo; Bar 
Relations — Charles E. Treman, Jr., 
vice president and trust officer, Tompkins 
County Trust Co., Ithaca; Tri-State — 
Robert A. Jones, vice president, Guaran- 
ty Trust Co., New York; Trust Opera- 
tions — Russell H. Johnson, vice presi- 


dent, United States Trust Co., New 
Ye:k; Trust and Estate Law — E. Tins- 
ley Ray, vice president and trust officer, 
Gisce National Bank, New York; Trust 
Investment — Alfred H. Hauser, vice 
president, Chemical Corn Exchange 
Bank, New York; Employees’ Benefit 
F.1d — William F. Lackman, vice presi- 
det, Guaranty Trust Co., New York; 
P.-sident of Bank Fiduciary Fund — 
Ci srles W. Buek, vice president, United 
S:2tes Trust Co., New York. 
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2,000 NEw ProFitT SHARING PLANS 


@ Approximately 2,000 new profit-shar- 
ing plans were set up in 1956, bringing 
the total to more than 10,000 now in ex- 
istence. These plans cover roughly 13% 
of all office workers and 7% of plant em- 
ployees. The most popular types are 
those deferring distribution until retire- 
ment. Such plans cover 10% of office 
workers and 5% of plant workers and 
usually provide vesting rights after a 
certain number of years. Other types in 
order of popularity are: those that dis- 
tribute profits shortly after they are 
determined; those that distribute after 
a specific number of years; and combina- 
tion plans. 


CORPORATION-COMMUNITY COOPERATION 


@ The old problem of a large industry 
moving into a small town has been 
licked by I.B.M., which follows a policy 
of establishing plants in smaller towns. 
In regard to Owego, N. Y., for example, 
the nucleus for a plan of development 
was drawn up by graduate students of 
the Cornell College of architecture, which 
cooperated with both the company and 
the community. Meantime Owego is ad- 
vancing with its own master plan, in- 
corporating many suggestions from 
Cornell and I.B.M. The Company fur- 
nishes needed information and in some 
instances advances money on a retainer 
or other basis. 
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SANTA MONICA ROAD RACES 


Beginning in 1909, both the internationally famous Grand Prix 
and Vanderbilt Cup auto road races were held in Santa Monica for 


several years. Competing in these exciting events on City streets 
were such memorable drivers as Ralph De Palma, Teddy Tetzlaff, 


Earl Cooper, Barney Oldfield, 
Cliff Durant, Bob Burman and 


Eddie Pullen. 


This Bank’s Trust Service had 
been operating for six years 
when these races began. For Trust 
needs it has been Security-First 


ever since. 


TRUST DEPARTMENT 


ECURITY-FIRST 


NATIONAL BANK 


OF LOS ANGELES 





Head Office: Sixth & Spring Sts. 
Telephone MUtual 0211 


471 










Gross operating revenues reached an 
all-time high of $470,744,000, exceed- 
ing those of the previous year by 


$27,244,000, or 6.1%. Climatic con- 
ditions adversely affected the growth 
in revenues for several major classes 
of service. 


Sales of electricity to customers to- 
taled 17.2 billion kilowatt-hours, a 
4.8% increase over the previous year. 
In addition, we accepted for delivery 
1.2 billion kilowatt-hours for the ac- 
count of others. 


Sales of gas to customers totaled 304 
billion cubic feet, a gain of 5.8% over 
the previous year. Warmer-than-nor- 
mal weather which prevailed during 
most of the year retarded sales in this 
department. 


PACIFIC GAS AND. ELECTRIC COMPANY 
Annuat Report i956 


HIGHLIGHTS 
of the Year’s Operations 





Construction expenditures totaled 
$148 million, an increase of about 
$15 million over the prior year. The 
cost of our construction program is 
increasing, and we expect that ex- 
penditures for this purpose will range 
from $175 to $190 million annually 
over the next two years. 


At the year-end we were supplying 
utility service to 3,247,929 customers 
in all branches of our operations. The 
gain was 123,181, which is below the 
record established in the previous 
year, but above the average gain over 
the past decade. 


Proceeds from securities sold to fi- 
nance our construction program to- 
taled $62 million, the smallest amount 
sold for this purpose since 1946. Rights 
were issued to our common stock- 
holders entitling them to subscribe 
for additional common stock for the 
first time since 1953. 


Chairman of the Board 





For additional information on 
this vital western company 
write our Treasurer, K. C. 
Christensen, 245 Market St., 
San Francisco 6, for a copy of 
P.G. & E.’s Annual Report. 














The Company greatly expanded its 
activities in the field of nuclear elec- 
tric power. Through an arrangement 
with the General Electric Company, 
the nation’s first privately financed 
nuclear power will be flowing into our 
system before the close of 1957. 


The number of stockholders partici- 
pating in ownership reached 221,328 
at the year-end, a gratifying gain of 
3,507. Of the total, 85,874 were pre- 
ferred stockholders and 135,454 were 
common stockholders. 


Net earnings for the common stock 
were $3.46 a share based on the aver- 
age number of shares outstanding, 
and $3.37 a share based on end-of- 
period shares. This compares with 
earnings of $3.32 a share based on 
the lesser number of shares outstand- 
ing in 1955. 


Vlas . 


President and General Manager 


Lacific Gas and 


Electric Company 


245 MARKET STREET 


SAN FRANCISCO 6, CALIFORNIA 


RP-GeetE> SERVES 47 OF CALIFORNIA’S 58 COUNTIES 
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INVESTMENT COMPANY NOTES 
By HENRY ANSBACHER LONG 


Funds Oppose Massachusetts 
Variable Annuity Legislation 


The investment company industry 
turned some of its biggest guns on 
Beacon Hill as representatives of spon- 
sors of several Boston domiciled mutuals 
appeared at public hearings on April 
30 and May 1 before a special Massa- 
chusetts Commission established for In- 
vestigation and Study of the Insurance 
Laws. The primary concern of the funds 
was legislation which would permit 
organization of variable annuities in the 
Commonwealth modeled along similar 
lines to bills now before the New Jersey 
State Legislature. Appearing before the 
special commission were Edward S. 
Amazeen, Vice President of Coffin and 
Burr, Inc., sponsors of New England 
Fund, Charles F. Eaton, Jr., President 
of Eaton and Howard, Inc., which man- 
ages the balanced and stock funds bear- 
ing the same name, and Paul C. Cabot, 
president of State Street Investment 
Corp. as well as Treasurer of Harvard 
University. Arthur H. Haussermann, 
who is also counsel for Vance Sanders, 
appeared as Chairman of the Legislation 
Committee New England Group of the 
I.B.A. 


The Study Commission included two 
members of the Massachusetts state 
senate, three representatives from the 
lower chamber and three executives 
from the insurance industry, domiciled 
in the state—John Hancock, New Eng- 
land Mutual and Paul Revere. Metro- 
politan Life appeared in opposition to 
the variable annuity idea and Prudential. 
sponsor of the New Jersey legislation, 
presented the results of an exhaustive 
study of the performance of a common 
stock variable annuity under actual 
historical conditions during the past 77 
years. Spokesmen for Massachusetts 
domiciled insurance companies were in- 
clined to favor a compromise plan of 
the John Hancock which would provide 
for special funding of group retirement 
contracts but Metropolitan was unalter- 


ab'y opposed even to this. 


he reasons why members of the in- 
ve-\ment industry opposed the variable 
aniuity are based on two primary objec- 
tions — which have been voiced on 
se.eral occasions previously. They were 
repeated by Arthur Haussermann at the 
re-ent hearings: “the Board of Gover- 
ns of the Investment Bankers Associa- 
ti'n recommends that the Association 
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and its members should oppose any 
legislation which would authorize the 
sale of so-called ‘variable annuities’ un- 
less (1) such ‘variable annuities’ are 
subjected to the same regulatory re- 
quirements as other securities under 
federal and state securities acts, and 
(2) ‘variable annuities’ not be given 
unfairly favorable tax advantages over 
other securities under the tax laws”. 
Mr. Eaton described at length the 
various measures which both federal 
and state governments have taken to 
protect the investor when making in- 
vestments in common stocks and the 
purported lack of comparable protec- 
tion if insurance contracts, companies 
and salesmen providing variable annui- 
ties were not subject to similar legisla- 
tion. Mr. Amazeen, while recognizing 
the deteriorating effect of inflation on 
purchasing power, said the remedy in- 
sofar as the insurance company industry 
is concerned is to stick to its own last 
and sell more of the fine policies it al- 
ready has available in larger amounts. 
But Leo Daley, New England partner of 
the investment brokerage firm of Harris 
Upham, expressed this even more 
strongly in stating: “I frankly do not 
believe that most salesmen can be ade- 
quately trained to sell both guaranteed 
safety and risk, or adequately regulated 
in doing it, in a manner which gives 
adequate protection to the customer”. 
And Keith Funston, president of the 
New York Stock Exchange, summarized 
that organization’s similar position in 
a letter to the study commission (bear- 
ing the legend ‘Own Your Share of 
American Business’ at the foot of each 
page) when he wrote that “the sale of 
variable annuities on any basis should 
not be undertaken by companies which 


also sell life insurance to the general 
public.” 

However, more and more insurance 
selling groups are qualifying to sell 
mutual funds and several of the larger 
and more aggressive mutual fund sales 
organizations have much personnel that 
would scarcely qualify as experts in the 
knowledge of securities. This is a fact 
which must be faced up to and not hypo- 
critically avoided. In the meantime, the 
New Jersey legislation after having again 
this year passed the state Assembly is 
still bottled up in the Senate Business 
Affairs Committee. In Connecticut, hear- 
ings were recently held on proposed 
legislation which would define a variable 
annuity as a security with attendant 
regulatory consequences. 

But the really important test of 
whether the proposed common stock an- 
nuities will be subject to regulation simi- 
lar to that of the security industry gets 
under way this month when the Securi- 
ties and Exchange Commission brings 
suit in the Federal District Court of the 
District of Columbia against VALIC— 
the Variable Life Insurance Co. of 
America—to compel registration under 
the various federal securities acts. The 
National Association of Securities Deal- 
ers has been permitted to join the S.E.C. 
as a party plaintiff while the Variable 
Annuity Insurance Co. of America has 
been made a second party defendant. 
Whatever the decision, it will be un- 
doubtedly appealed. But should the 
variable annuity be eventually declared 
subject to full security-type regulation, 
the Prudential has let it be known that 
this will not deter it from plans to make 
its variable contracts available to the 


public. 


Mutual Accumulation Plans 
Top Half Million Mark 


The number of plans in force for the 
accumulation of mutuals funds on a 
regular systematic basis topped the half 








Scudder 
Stevens 


&¢ Clark 





ESTABLISHED 


Fund,Inc. **” 


Prospectus on request: 


10 Post Office Square 
Boston 9, Massachusetts 


ft 

' 

' 

' 

| 

' 

| 

+ 

' 

' 

' 

' 

' 

' 

300 Park Avenue : 
New York 22, New York : 
H 

| 

H 

117 South 17th Street ' 
Philadelphia 3, Pa. : 
H 

H 

H 

' 

' 

' 

' 

' 

1 

7 

i 

' 


8 So. Michigan Avenue 
Chicago 3, Illinois 





million mark for the first time with the 
opening of 55,000 new plans during the 
first quarter of the year to bring the 
total to 507,728. The aggregate value of 
both open-end and closed-end invest- 
ment companies at the end of the quarter 
as reported by the 162 member funds 
in the trade association was $10,440,- 
620,000, of which $9,105,048,000 was 
attributable to the mutual funds. 


Gross sales of the mutual funds dur- 
ing the quarter were up about five per- 
cent over those for the same period of 
the previous year, with the major por- 
tion of the increase occurring in Jan- 
uary. However, redemptions compared 
favorably for every one of the three 
months of the 1957 first quarter, show- 
ing decreases from the comparable 
months a year earlier. Statistics for the 
quarter follow: 


FIRST QUARTER SALES OF MUTUALS 


1957 1956 

(in Thousands) 
Sale of Shares —..._... $367,393 $349,907 
Redemptions —_...-- 102,247 116,972 
Diet ales)... ' 2G5.346 232,935 


ASSETS AND SHARES OF MUTUALS AND 
CLOSED-END COMPANIES MARCH 31 
1957 1956 


Net Assets: (in Thousands) 


Mutuals .. _. $9,105,048 $8,555,494. 

Closed-end _..........._ 1,335,572 1,280,427 
Shareholder Accounts: 

Mutuals _._._. VA 2 ee | 2,157,468 

Closed-ends _. 248,169 181,877 


Balanced Funds Prefer 
Fixed-Income Securities 


The balanced funds preferred better 
grade bonds and some preferred stocks 
to common stocks during the first three 
months of the year, according to the 
regular quarterly survey of investment 
company portfolios published in Bar- 
rons by this writer. The Johnston 
Mutual Fund actually sold commons on 
balance while buying a half million dol- 
lars of longer term bonds. Scudder, 
Stevens and Clark Balanced acquired 
fixed income securities and common 


Luncheon during Trust Conference of Arkansas Bankers Association. 








stocks in the ratio of 20-to-1; Eaton and 
Howard and George Putnam, 10-to-1; 
Loomis-Sayles, 8-to-1; Broad Street In- 
vesting, 7-to-1; and Wellington, 51-to-1. 
The over-all pictures, however, showed 
total common stock purchases up from 
the preceding quarter, with the electric 
utilities the favorite group by virtue of 
a 50% increase in purchases, The oil 
issues were almost as popular while the 
chemicals were third ranking favorites. 
Drug and insurance issues also exper- 
ienced increased approval. Lower prices 
encouraged interest in the aluminums 
and papers. 


Six or more investment company man- 
agements liked the following: Deere, 
Columbia Broadcasting “B”, Aluminum 
Co. of America, (6); Dow Chemical, 
Monsanto, Bristol-Myers, Columbia 
Broadcasting “A”, Travelers Insurance, 
Texas Co., Central and Southwest Corp. 
(7): Arkansas Louisiana Gas and 
Standard Oil (New Jersey), (9); Ana- 
conda, (10); Armco Steel (22) and 
Socony Mobil Oil (27), both aided by a 
rights offering. General Motors was sold 
heavily as during the previous three 
months, eight managements disposing of 
a total of 189,900 shares. North Ameri- 
can Aviation was also sold by eight 
funds, Phelps Dodge by seven and 


United Aircraft by six companies. 








EATON & HOWARD BALANCED FUND 


A mutual investment fund with diversified holdings of investment 
quality bonds, preferred and common stocks selected for reason- 
able current income and for possible growth of principal and income. 





Sadinal by 
EATON & HOWARD 


INCORPORATED 


24 Federal Street 
BOSTON 


BOSTON 


ESTABLISHED 1924 


Russ Building 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 









Mutual Fund Investment Favorites 


The annual list of the top fifty com- 
panies in the common stock holdings of 
66 closed-end investment companies and 
150 mutual funds has again been pub- 
lished by Vickers Associates, Inc. Only 
Standard Oil (N.J.) and U. S. Steel ap- 
pear in the first five rated both as to 
dollar value and number of investment 
companies holding, the former being the 
sole stock to be held by more than 100 
investment companies, with dollar value 
of holdings topping $150 million. As of 
December 31, 1956, U. S. Steel had 
jumped in dollar value to second place 
from eighth the year before. Between 
these two in number of funds holding 
its securities was General Electric. 


A A A 


Arkansas Trust Conference 
Meets at Little Rock 


The Fourth Annual Trust Conference 
sponsored by the Trust Division of the 
Arkansas Bankers Association met in 
Little Rock April 26. Two addresses 
were presented in the morning — “In- 
vestments for Fiduciaries” by Roy E. 
Smith, vice president and trust officer, 
First National Bank, El Dorado: and 
“Problems of a Small Trust Depart- 
ment” by J. H. Bowen, vice president 
and trust officer, Union National Bank, 


Little Rock. 


At the luncheon, for which five local 
banks were hosts, Edward L. Wright, 
Little Rock attorney, gave a “Review 
of New Legislation of Interest to Fidu- 
ciaries.” 


A panel on “Estate Planning” was the 
feature of the afternoon session. The 
speakers included J. Gaston Williamson. 
attorney; Ivan F. Adler, C.L.U.; Ray- 
mond R. Morris, C.P.A.; and James H. 
Rice, Jr., assistant vice president and 
trust officer, First National Bank, Little 
Rock. 


TRUSTS AND ESTATES 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 






















































































































































































Indices are based on fund operation during the period covered and are No responsibility is assumed in so far as compliance with the Statement 
: not a representation of future results. They should be considered in the Pde gs y teremaggeee Recetnac a Principal ‘indices aan 
J] | veht oF the incividuat companies’ invertment policies and objectives oS.i°SS “Sear, “er tense Sissel 
Fs and the characteristics and qualities of the investments of these companies. These will soon be added to a revised short form index. 
| Reference should be made to the introduc- I 6 id 16t im 8 19 20 
tory article in July 1949 issue, outlining pur- | 9/3735 12/30/39 to 4/30/57 Last 12 mo. Div. %| prin Less | 5-Yr- Avg. 
t poses of publication and considerations in 4/30/57 Net Cum. Cap. | Net Invest. 
i selecting stock and cost-of-living averages Principal Invest. Smngge re. 
periods and in interpretation of data. Principal | | ow ae igh Principal Ine. Ba sar Income % 
‘ BALANCED FUNDS 
American Business Shares —_— 65.9 177.1 +169.9 3.63 2.18 7105.0 3.47 
_ | Axe-Houghton Fund “A” — 71.4 275.8 268.4 2.69 6.43 183.3 2.69 
a Axe-Houghton Fund “B” aone 88.1 316.4 +306.6 2.91 4.26 4228.2 3.30 
s Boston Fund 103.1 60.2 250.1 7239.8 2.69 4.53 7185.0 3.01 
Commonwealth Investment 106.3 73.5 306.9 294.7 3.09 3.09 236.2 3.36 
J Dreyfus Fund**** (c) — — $314.2 7311.1 1.88 3.66 +256.7 2.64 e 
f | Eaton & Howard Balanced 114.5 73.6 274.7 265.8 | 2.81 1.79 229.8 3.22 
d | Fully Administered Fund (Group Securities) — mas 69.4 192.0 182.9 3.98 4.59 130.1 3.34 
. General Investors Trust 110.0 65.2 189.7 185.8 3.67 6.49 135.3 3.75 
‘ Investors Mutual _ 73.5 217.2 209.0 3.63 1.54 172.4 3.72 e 
: Johnston Mutual Fund —s — 280.7 270.5 3.06 2.35 236.0 3.36 e@ 
4 Nation-Wide Securities** 102.6 59.6 185.7 176.3 3.47 3.61 136.6 3.68 
o g George Putnam Fund — 69.2 219.4 212.8 3.14 3.65 168.4 3.31 
it Scudder Stevens & Clark 97.4 80.9 216.5 208.7 2.99 4.28 166.7 3.12 
“ Wellington Fund 105.2 75.0 230.3 221.2 3.12 3.12 166.6 3.29 
( Whitehall Fund _.. _ — 278.3 269.5 3.53 5.22 213.1 3.61 e 
0) Wisconsin Fund, Inc.*** (c) — | 651 314.2 4303.3 | 348 4.53 4200.8 | 3.31 
le 
if AVERAGE: BALANCED FUNDS __--__ 105.6 70.8 245.3 237.1 3.14 * 3.80 172.6 3.30 
d | STOCK FUNDS 
- : Affiliated Fund*** — 50.2 255.8 251.5 3.58 4.05 151.3 3.82 
a < Broad Street Investing Corp. 109.9 60.1 330.6 317.5 3.62 4.30 250.5 4.07 
¢ Bullock Fund 109.8 61.0 324.3 320.0 2.90 4.24 252.0 3.43 
1S | Delaware Fund aa 76.1 224.2 219.8 | 3.06 5.21 120.0 3.35 
i Diversified Investment Fund, Inc.*** (c) — — 226.8 216.9 3.98 3.98 178.1 4.39 e 
it Dividend Shares 109.0 62.1 264.9 253.2 3.01 3.34 199.3 3.45 
i Eaton & Howard Stock 107.1 62.7 396.0 386.1 2.40 1.59 328.3 2.94 
4 Fidelity Fund — — 381.1 365.8 3.41 3.67 305.7 4.01 e 
i Fundamental Investors 105.2 64.8 432.4 412.3 2.87 3.46 338.5 3.52 
3 Incorporated Investors 103.6 63.9 439.0 406.0 2.47 4.27 316.8 3.04 
E Institutional Foundation Fund —.———___ _ — 256.3 246.8 3.77 3.77 181.4 3.55 @ 
Investment Co. of America — 50.8 331.3 320.5 2.48 7.16 212.8 3.00 
Knickerbocker Fund (c) —.... .........--.--.. —_ 69.0 146.3 7141.9 3.77 3.39 7 81.3 2.93 
- F Loomis-Sayles Mutual Fund (c) —..._-__ 72.4 74.2 245.4 +242.0 2.95 6.03 4152.0 2.90 
ne Massachusetts Investors Trust 110.7 50.7 356.8 334.2 3.32 1.13 305.7 3.85 
in Mass. Investors Growth Stk. Fund ——--_._ 114.2 57.4 384.8 371.5 1.83 4.35 294.6 2.28 
mn Mutual Investment Fund (c) 129.7 56.1 220.4 214.8 277 3.92 164.8 2.69 
2: National Investors —_ 60.7 422.8 416.1 2.40 5.08 314.7 2.75 
- F f National Securities — Income*** (c) _.._. —_ 66.0 157.7 ¥139.4 4.81 3.91 +109.2 5.10 e 
FE. q New England Fund (c) 117.4 61.4 205.5 ¥198.6 3.60 1.05 4144.5 3.74 
T, Selected American Shares 123.8 60.9 274.7 261.0 3.05 9.14 176.3 3.46 
id § Sovereign Investors —..... — 62.5 211.3 197.0 3.70 1.45 163.6 4.12 
t State Street Investment Corp. 92.8 60.7 319.0 312.3 2.63 8.98 188.4 2.66 
ca q Wall Street Investing Corp. (a) a — 363.5 352.1 2.96 1.29 326.9 3.37 @ 
k. AVERAGE: STOCK FUNDS 108.1 63.2 $11.8 299.5 3.00 4.13 224.6 3.29 
| 500 STOCK INDEX (Standard & Poor’s)n 106.7 59.8 400.1 366.2 -- — _ - 
at CONSUMER PRICE INDEX (B.L.S.)n — 99.7 199.5 — — oo = — 
at, - 
ow F Base index number of 100 is the offering price on Dec. 30, 1939. 
lu- COl.. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing over 
date: indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the twelve 
Sultant sum is divided by the 1939 base offering price. month-end offering prices ending on the corresponding date. 
: . oe CAPITAL GAIN DISTRIBUTION 1 (18) of 
- a — ae gg henge oe ge Page 16 less all capital distri- a F any, from capital vn Phe se anti eer ee tS ae 
: INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
mn. Par -s out of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 
iV- sec rities (exciuding all capital distributions). or balanced funds in existence at the time. 
H. n— new revised series adjusted to 1939 base. t—Adjustment for capital gains tax will be made in **Became Balanced Fund in 1945. 
d (c) -regrouping awaits new detailed classifications. revised index. ***Not included in balanced or stock average. 
7 New England a flexible fund with current +Ex-dividend current month. ****Name changed from Nesbett Fund. 
tle balanced policy. tHigh reached current month. Correction—March, Sovereign Investors, Col. 16, 
(a»-—Does not reflect new acquisition cost. @Principal index begins after 1939 base date. 
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In addition to these military aircraft, Westinghouse 
electrical systems are used in America’s first jet 
airliner, the Boeing 707, the Fairchild F-27, and 

the RCAF Canadair CL-28. 














Since World War Ill, the Westinghouse Aircraft Equipment Department has designed and built more Powe 
a-c electrical systems for aircraft than any other company in the world. These electrical systems gear 





The majority ofA 
use generating equipmentid 


If you are an engineer interested in working in this field, write W. J. Young, Box 989, Aircraft Equipment Department, Lima, Ohio. YOu 
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707 F-27 
ore Power the planes from nose to tail—including motors, rudders, fuel pumps, wing flaps, landing 
2ms gear, navigational instruments, radio, radar, interior and exterior lights, fans, and blowers. 


fAmerica’s aircraft 
itideveloped by Westinghouse 
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Mid-eastern crises, rampant nationalism in 
many countries, accompanied by harassing 
restrictions on foreign-owned enterprises, 
and other political uncertainties that affect 
the business climate have not dampened the 
enthusiasm of American companies for ex- 
panding the scale of foreign operations. 
Greater sales efforts and increased invest- 
ment in foreign manufacturing and distribu- 
tion facilities are reported by companies with 
diversified lines of products including office 
equipment and pharmaceuticals. Overseas 
revenues represent a significant proportion of 
total volume. No forebodings were expressed 
about difficulties in repatriating profits due 
to foreign exchange or other restrictions, al- 
though in some dollar famished countries 
delays are currently encountered. 


The accounting practices followed in re- 
porting results of foreign activities and the 
valuation of properties varies greatly from 
company to company. Overseas values are 
often not fully reflected in statements of the 
parent companies. To interpret the equities 
in undistributed earnings of foreign subsid- 
iaries requires a high degree of analytical 
judgment as restrictions may confine earn- 
ings to local reinvestment with slight likeli- 
hood that future earnings may be converted 
to dollars. 





ARMCO STEEL CORP. 


By H. H. TuLtis, vice president 


A less profitable product mix will 
bring reduced profits for the first quar- 
ter on higher sales volume than in 1956. 
Higher scrap prices also raised costs 
for the first three months. 


Sales to automobile and appliance 
makers were down. Buying “is inching 
downward” and lower inventories of 
light steels are now maintained by the 
automobile industry. Appliance manu- 
facturers have reached “the irreducible 
minimum” in inventories. 


Excluding non-recurring profits per 
share earnings for the March quarter 
should be $1.27 against $1.51 for 1956. 


St. Louis Society, April 16. _ 
CORN PRODUCTS REFINING'CO. 


By W. T. Brapy, president 


The Company is undertaking develop- 
ment of specialty products not all of 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 


Contributing Editor 


which are derived from corn. Such 
products used in the home now account 
for about 15% of tonnage but contribute 
a larger percentage of net income. 


Sales of unconsolidated foreign sub- 
sidiaries exceeded $113 million in 1956 
and a sharp rate of growth is expected 
to continue. 


Earnings for the first quarter will be 
well ahead of the $4.3 million earned in 
1956 on sales of $73 million. This in- 
crease should continue to top 1956 do- 
mestic sales of $304 million. 


New York Society, April 8. 


EASTERN AIR LINES, INC. 


By THomas F, ARMSTRONG, president 


Four competitors and Eastern now 
provide service between New York and 
southwest where only Eastern served 12 
months ago. Between New York and 
Washington there are 9 competitors, 
versus three 18 months ago. Three air- 
lines shared the New York-Boston route 
a year ago, now there are six. Increased 
competition on other routes has been 
certificated by the CAB and additional 
competition between Detroit, Cleveland, 
Pittsburgh, and Miami is before the 
Board for decision. 


Mr. Armstrong expressed the hope: 
“That members of the Civil Aeronautics 
Board will recognize their obligation to 
maintain a strong air transportation sys- 
tem within the United States when hand- 
ing down decisions and will not revert 
to the dangerous practice of ‘creating 
competition for competition’s sake!’ ” 


Since 1938, the airlines have had 
only a 2.7% increase in basic fare 
structure, an 18 year period. They have 
been able to absorb cost increases by 
larger passenger capacity and greater 
speed. Expenses have now outstripped 
the ability of these two factors to hold 
seat mile costs within the limits of the 
fare structure, so a compensating ad- 
justment in fares must come. 


Cleveland Society, April 11. 


HOOKER ELECTROCHEMICAL CO. 


By R. LinpLey Murray, chairman 


Prospects for 1957 indicate a 5% in- 
crease in sales over 1956 billings of 
$110 million with a small gain in earn- 
ings in spite of a 21% sales decline in 
the February quarter. 

Sales of new products are growing. 
Caustic soda production will reach 1,200 
tons daily by mid-year. 

No new financing is contemplated for 
1957. Cost reduction programs are ex- 
pected to bring savings of $2 million in 
1957 and $3 million in 1958. 


Projected capital expenditures for the 
next five years will total $75 million vs. 
$72 million in the last five years. 


New York Society, April 4. 


INTERNATIONAL PAPER CO. 


By Witiiam A. Hanway, secretary 


Engineering studies are under way 
for a mill in the Northwest to use culls 
and thinnings from Long-Bell lumber 
and plywood plants acquired by merger. 
The new mill will make paper from 
wood on hand which was burned for 
fuel because of no market. 


In the International group of com- 
panies, more wood is now grown each 
year than is cut. 


On the basic economics of the lumber 
and paper business: “Paper is one of 
the very high investment businesses. 
There are differences as between grades 
but it costs a lot of money to build any 
kind of paper mill—and capital turn- 
over is slow. For a kraft container 
board mill in the south today — with 
working capital — figure initial invest- 
ment at least $70,000 a daily ton and 
18 months or more for gross sales to 
equal that investment. For a newsprin! 
mill figure the investment around $120.- 
000 a daily ton and 214 years for gross 
sales to equal it. A modern sawmill can 
produce gross sales equal to the cost 0! 
its construction in less than a year.” 
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The demand for lumber and plywood 
fluctuates with residential construction 
while the sale of paper products is keyed 
to disposable personal income and is 
less subject to wide swings in demand. 


Combined operations of International 
and Long-Bell showed net profits of 
$86.5 million against $92.5 million for 
1955, about equally divided between 
the lumber and paper divisions. 

St. Louis Society, March 29. 


NATIONAL CASH REGISTER CO. 


By G. A. Lowpen, financial vice 
president 


Merger negotiations with Underwood 
are still in process but “we are still 
talking.” 

The new bank accounting machine 
has a backlog of $10 million in orders, 
although first models will not be de- 
livered for several months. Total com- 
pany sales will pass $400 million against 
$340 million for 1956. 

Profits will be higher in 1957 but 
margins will be lower: research and de- 
velopment expenses have been increased 
and there will be a larger volume of low 
profit defense business. 

Foreign operations produce about 
40°; of revenues and are expected to 
show a 10% increase this year. 


New York Society, April 2. 


PENNSYLVANIA RAILROAD CO. 


by P. D. Fox, assistant vice-president- 
finance 

In 109 years the nation’s largest car- 
rier has never failed to meet a commit- 
ment when due nor to make a payment 
in each year to stockholders. Pennsy]l- 
vania’s billion dollar post-war improve- 
ment program required a substantial in- 
crease in debt and sizable maturities in 
the next few years will require a pro- 
gram of debt reduction. Since 1952 
outsianding debt has been pared $154 
million with savings in annual interest 
of cbout $5.5 million. By the end of 
1957 the Consolidated Mortgage bonds 
of 1960 will be down to $39 million 
and the Series “A” General Mortgages 
of 1965 to $82 million. 

Ir 1956 Pennsylvania carried about 
one- welfth of the ton mileage of the 
cour try’s freight and about one-eighth 
of t'e passenger miles. 

N-t income for 1956 was $41.5 mil- 
lion on operating revenues of $991 
mill mn. 


New York Society, April 12. 
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CHAS. PFIZER & CO., INC. 
By E. H. Smiru, controller 


Preferred stock outstanding was re- 
duced from $19 million to $7 million 
during 1956 through conversion and 
repurchase. “Over $1 million in pre- 
ferred has been acquired since January 


jg 


Foreign sales represent about one- 
third of total revenues, about the same 
percentage as the past two years. The 
overseas expansion program was Car- 
ried forward with enlargement of the 


English plant and start of work on a 
fermentation plant in Argentina and a 
pharmaceutical packaging plant in Italy. 


Sales of a new tranquilizer and a 
recently introduced multi-spectrum anti- 
biotic are ahead of anticipated volume. 
Pfizer scientists are seeking improved 
therapeutic agents for cancer, arterio- 
sclerosis, peptic ulcers, mental illness 
and hypertension. Under investigation 
are several fermentation-made industrial 
chemicals with promise as detergents 
and surfactants. 


Cleveland Society, April 3. 








Never too far 


Even if you live a long way from Philadelphia, you’re 
never too far to take advantage of Fidelity’s trust and 
estate services. Over 90 years’ successful experience has 
made Fidelity one of the country’s largest trust companies. 
Funds exceed a billion dollars—and clients include both 
institutions and individuals. If you plan to set up a trust or 
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ST. JOSEPH LEAD CO. 
By ANDREW FLETCHER, president 


Today almost 50% of earnings come 
from zinc. Oil exploration began in 
1952 and expenditures to the end of 
1956 reached $1.5 million, of which 
all but $220,000 have been written off 
against lead and zine earnings. Proven 
oil reserves now total 3 million barrels 
and the company expects oil earnings 
to average not less than $600,000 annu- 
ally over the next ten years. 


Since 1932 St. Joseph Lead has ac- 
quired substantial interest in foreign 


mining properties in South America, 
Africa and Canada. Metals can be pro- 
duced more cheaply abroad because of 
lower wage scales and access to higher 
grade ores. Domestic production is 
maintained but not stimulated by prices 
paid under stockpiling programs. Exist- 
ing lead and zinc prices are attractive 
to foreign producers but not high 
enough to encourage extensive explora- 
tion for new domestic mineral resources. 


The Company does not publish esti- 
mates of its ore reserves. “Every change 
in metal prices or production cost 
changes our ore reserve estimates, so 
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that what is ore today may, or may not 
be ore, two, five, or ten years hence.” 

In spite of the decline in the grace 
of domestic ore mined, the company 
expects to be able to maintain earnings 
by development of trackless mining 
methods and discovery of new ore bodies 
beyond the Lead Belt proper. Lead Belt 
properties have been consolidated and 
large sums have been spent for low-cost 
mining and handling equipment. 

St. Louis Society, April 11. 


SUN OIL CO. 


By J. G. PEw, vice president 


Drilling has begun in the Lake Mara- 
caibo area which represents Sun’s first 
foreign drilling operations since the 
mid-1920’s. Operations are conducted by 
a subsidiary jointly owned with Atlantic 
Refining and Seaboard Oil, in which Sun 
has a 45% interest. 

In 1956 Sun set up a new foreign 
operations department and’ organized 
subsidiaries for Latin America, the Ba- 
hamas, and Pakistan. For many years 
before the policy was to restrict ex- 
poration to the U. S. and Canada. Ne- 
gotiations are in progress to put Sun 
in Colombia with large acreage under 
lease. 


Net income for 1957 is expected to 
reach $60 million against $56 million 
in 1956. 


Philadelphia Society, April 4. 
WESTINGHOUSE ELECTRIC CORP. 
By Georce G. MAIN, treasurer 

LIFO inventory valuation, adopted in 
the last quarter of 1956 as of January 
1, 1956, reduced “after tax’ reported 
earnings about $12 million to 10 cents 
a share for the full twelve month period. 
With the built-in price inflation from 
annual wage adjustments now a matter 
of contract, Westinghouse expects LIFO 
to continue to conserve cash by lower- 
ing taxable income. 

Working capital was reduced $50 mil- 
lion in 1956 to about $687 million by 
maintenance of the $2 dividend on com- 
mon stock and capital additions abou! 
$8 million above depreciation accruals. 


Decentralization of profit responsi 
bility has been accelerated by special 
training programs to create more man- 
agers concerned with the production of 
profits, in terms of return on invest- 
ment. About 600 Westinghouse men 
have taken special training courses de 
signed to prepare them for the respon- 
sibilities associated with management. 


San Francisco Society, April 10. 
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i (Yio SCALE) 
i ° 
1954 , 1955 , 1956 , 1957 1954 | 1955 | 1956 | 1957 1954 , 1955 , 1956 , 1957 | 
—— End of Month —— 
Apr. Mar. Apr. 1956-57 1951-55 1946-50 1941-45 1931-40 1919-1930 
1957 1957 1956 Range for Period—— 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. . ——......... - % 3.54 3.44 3.14 8.75-2.59 2.90-1.43 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —_.. % 3.57 3.39 3.17 3.76-2.67 2.95-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —............. % 3.50 3.30 3.13 3.64-2.77 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Banke Ss, 9/16/7267 —................ W/ 3.37 3.18 3.06 3.52-2.79 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 3%. 12/16/67 ——.—_......... % 3.35 3.17 3.04 3.51-2.78 3.31-2.43 2.48-2.08 2.50-2.37 (a) (a) (a) 
8%s, 1983-78 % 3.45 3.28 3.11 3.45-2.87 (b) (b) (b) (b) (b) 
8s, 1995 elas Ee ee re 3.41 3.26 3.12 3.45-2.96 (c) 
2. Corporate Bond Yields 
Aaa Rated Long Term ____- % 3.71 3.66 3.31 3.82-3.07 3.44-2.65 2.91-2.46 2.88-2.59 5.76-2.70 6.38-4.42 
Aun Rated Long Term a, 3.81 3.79 3.34 3.91-3.15 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
i eee Lae TS... % 3.97 3.96 3.46 4.04-3.26 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —_-........ % 4.48 4.42 3.71 4.51-3.57 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. TaxExempt Bond Yields 
Aaa Rated Long Term —.......... % 2.96 2.86 2.51 3.05-2.17 3.18-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Hated Long Term —.____.. % 3.24 3.12 2.69 3.33-2.37 3.24-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term % 3.52 3.40 2.99 3.75-2.72 3.35-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (d) (d) 
Baa Rated Long Term _...____-__. | 4.00 3.93 3.44 4.22-3.20 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
ential - % 4.36 4.31 4.08 4.44-3.90 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.76 
Medium Grade —_ - 5.02 5.00 4.65 5.05-4.49 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade % 4.20 4.14 3.81 4.30-3.69 4.02-3.45 3.92-3.27 (e) (e) (e) (e) 
Medium Grade —— ..__.___... % 4.70 4.64 4.20 4.92-4.08 4.39-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade % 4.52 4.48 4.05 4.68-3.92 4.45-3.77 4.24-3.40(e) (e) (e) (e) 
Medium Grade ——.......... - % 4.81 4.79 4.38 4.84-4.25 4.87-4.17 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) ~~. $149.42 141.98 156.14 158.98-138.53 145.67-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) ——— % 5.91 5.91 5.76 5.91-5.72 5.71-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields _.--_=E JG 3.96 4.16 3.69 4.27-3.68 6.84-3.63  7.29-3.20 7.71-3.56 10.13-2.59 6.21-8.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


(e)—Low Dividend Preferred Yield Averages in this series date from 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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OTH GOVERNMENT AND INDUSTRIAL 
B circles are indicating increasing 
concern over the international trade 
aspects of nuclear power development. 

The growing preoccupation with the 
poteniial overseas market is only parti- 
ally related to the forthcoming debate in 
the Senate over the treaty establishing 
the International Atomic Energy Agency, 
outgrowth of the Atoms-for-Peace pro- 
gram launched by President Eisenhower 
before the United Nations General As- 
sembly in December 1953. 


The concern among manufacturers of 
nuclear power equipmeni relates direct- 
ly to the fact that unless American 
atomic know-how is quickly applied to 
the pressing needs abroad, particularly 
western Europe, our waning technologi 
cal lead may sooner than expected be 
undermined in world markets by the 
lower production costs of both British 
and continental fabricators of the same 
equipment. 


Europe is Gaining 


America’s technological lead is wan- 
ing not because of any slackening in our 
own efforts, nor lack of research pro- 
gress, but because the Europeans are 
working so feverishly to overcome their 
basic fuel-energy shortage and reduce 
the’r currency-draining imports of fos- 
sil fuels. 


The Suez Canal crisis has drawn re- 
newed attention in America to the fuels 
balance among nations, but the roots of 
the European atomic power programs 
go back much further in time. Suez has 
just been a goad. For Americans, Suez 
has flagged some of the factors all too 
clear to the Europeans for many years 
—ever more costly fuel shortages in 
Western Europe. 

But Europe is showing signs of ex- 
panding encouragement over the ability 
of European engineers and builders to 
design and build plants which can utilize 
nuclear fuels in place of coal and oil. 
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What is more, the United Kingdom and 
Western Europe have set their nuclear 
power sights for the next ten years high 
enough to inspire an all-out effort 
whether they make their goals or not. 


Observers in this country are awaken- 
ing to the fact that as the Europeans ac- 
quire the experience and facilities re- 
quired for their own programs, they 
will also be preparing themselves to 
offer nuclear power plants in every 
other part of the world, including the 
so-called have-not countries whose eco- 
nomic futures were brightened by Presi- 
dent Eisenhower’s pledge to the United 
three-and-a-half 


Nations nearly years 


ago. 

Industrialized Western Europe has a 
built-in cost advantage over the United 
States in the fabrication of the plumb- 
ing and hardware items required for 
nuclear power systems and the European 
governments and industries, working 
together, are naturally deetrmined to 
exploit that advantage. 


If Yuh Can’t Lick ’Em—Jine ’Em! 

The earthy advice of the backwoods 
politician about joining with forces you 
can’t otherwise overcome is emerging in 
modern atomic dress. Some of the top 
technical consultants in the nuclear field 
are suggesting to U. S. industrialists 
that they form various types of joint 
ventures with their European counter- 
paris in order to make the most of the 
resources of each. 


Arthur D. Little, Inc., of Cambridge, 
Mass., a consulting scientific research 
and development group, has been active 
in the nuclear field since the war and 
has siudied the nuclear business poten- 
tial for a great many American firms. 
Members of its consulting staff have 
come up with a new twist on the “Atoms- 
For-Peace” theme “Atoms 


Trade.” 


The proposal, first made in February 
during hearings before the Congres- 


for 


sional Joint Committee on Atomic En- 
ergy, envisions “industrial partnerships” 
by which American know-how and spe- 
cialized techniques in such areas as fab- 
rication of nuclear fuel elements can be 
combined with European capabilities in 
order to hasten the day of Europe's 
utilization of nuclear fuel, strengthen 
her industries and her economy gener- 
ally, and permit American industry to 
share in both the and the 


profits. 


progress 


At least one member of the Joint 
Committee, Senator Clinton P. Ander- 
son of New Mexico, is giving the pro- 
posal special study as a possible key or 
basis for the acceleration of the U. S. 


civilian atomic power program, which 








Experimental core of the first power pro- 
ducing reactor licensed by the Atomic En- 
ergy Commission completed its initial tests 
at Babcock & Wilcock Company’s critica! 
experiment laboratory. A vital step in de- 
velopment of the reactor being built tor 
the first use of large quantities of thorium 
in connection with a nuclear power plan 
project. 

Fuel elements comprising “core” stan‘ 
on pins on round grid plate at bottom « 
tank. Neutron-absorbing rods, used to co! 
trol chain reaction of assembled core, ar 
in position among fuel elements. Long tub 
contain various instruments for test an 

control. 
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’ “Irene Mae” sails for an undisclosed destination at sea, loaded heavily with the world’s 

' most dangerous cargo — atomic waste materials — picked up by the Crossroads Marine 

| Disposal Corp. fleet of trucks at industrial laboratories and plants. It was the 500th trip 

(since 1946) for the converted harbor mine tender to the secret dumping grounds off 
the New England coast. 
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he has been urging for more than a 
year. 


Liability of American Suppliers 


The international partnerships idea 
was beginning to draw attention for an 
entirely different reason, however, after 
the Atomic Industrial Forum meeting in 
New York late last month dealing with 
problems of the liability of American 
suppliers for atomic plants in other 
countries. 


Michael Michaelis, Coordinator for 
Nuclear Consulting Services for Arthur 
D. Little, Inc., who had first proposed 
the partnership idea to the Joint Com- 
mittee, pointed out to the Forum con- 
ference that the extent of liability in 
many cases could be determined and 
defined in advance in cases involving 
subsidiaries jointly owned by American 
and foreign interests. 

The tort liability of the American 
supplier of materials directly exported 


involves legal and insurance problems 
no ‘ess complicated — and probably 
much more so—than insurance prob- 
ler. for atomic reactors in the United 


Staies. Mr. Michaelis offered the joini 
OWocrship idea as a means of reducing 
soiie of these complications. 

long range solution to the problem, 
ac rding to David. F. Cavers, Associate 
of the Harvard University Law 
1, might be for the new Interna- 
tional Atomic Energy Agency to spon- 
the negotiation of an international 


1957 


convention limiting liability arising out 
of the sale of reactors and their compo- 
nents abroad, citing the example of sim- 
ilar conventions limiting liability for 
maritime and aviation injuries. 


Europe Hasn’t Much Time 


Mr. Michaelis, however, has _pro- 
posed his international industrial part- 
nerships for an entirely different reason. 
He found from an extensive personal 
survey of the industrialized European 
countries that the opportunity for 
American manufacturers to supply Eu- 
rope’s nuclear power equipment needs 
is rapidly deteriorating while the U. S. 
argues over whether the federal govern- 
ment or private interests should own 
and operate the developmental power 
plants which must be tested and im- 
proved considerably before nuclear 
power can stand on its own feet in this 
country. 

The higher costs of power, due pri- 
marily to fuel shortage in the United 
Kingdom and on the continent, means 
that the Europeans don’t need such ad- 
vanced systems as does the U. S. and 
cannot afford to wait for the develop- 
ment of nuclear systems which can gen- 
erate power at costs competitive with 
plants using conventional fuel in 
America. , 

It is this situation which appeals to 
the members of the Joint Committee on 
atomic energy as a possible way of 
speeding up or expanding the U. S. 
program, at the same time helping 
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American industry to hold its place in 
the foreign market and avoiding the 
‘ build-up of a federally-owned nuclear 
power generating program. 


The Domestic Outlook 


Investors interested in the companies 
engaged in nuclear power development, 
whether equipment suppliers or utilities, 
may find the next few months a bit dis- 
concerting as Congress gets into several 
areas of the atomic energy program. 


First issue to be aired will be the 
treaty establing the International Atomic 
Energy Agency, now before the Senate 
with hearings scheduled the second week 
in May. There are indications of consid- 
erable opposition to ratification of this 
treaty despite the serious implications 
abroad for the President should the 
U. S. fail to follow through in support 
of a program stemming entirely from 
American initiative. 


The channels for communication and 
commerce which will be provided by 
such an agency cannot help but serve 
the interests of American industry in 
coming years when other fully indus- 
trialized nations will be prepared to 
deliver materials and equipment re- 
quired in the utilization of atomic en- 
ergy and the less industrialized and un- 
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derdeveloped parts of the world begin 
taking delivery. Russia has ratified the 
treaty. 

Next on the Congressional agenda 
probably will be the question of govern- 
ment insurance back-up. American in- 
surance companies, organized in several 
groups, have indicated readiness to pro- 
vide coverage up to $50-$60 million on 
any one reactor project. Legislation is 
proposed for government indemnity up 
to $500 million to cover third party 
liability. 

The federal indemnity provision is 
generally considered a “must” in order 
to permit private development of nuclear 
power and at least one spokesman for 
industry, Francis K. McCune, G. E. Vice 
President, said that without such in- 
demnification he could see no alterna- 
tive but to cease work on the plant G. E. 
is building near Chicago for Common- 
wealth Edison and an associated group 
of companies. 

It appears to be the hope of the Joint 
Committee on Atomic Energy, if not 
the strategy, to bring out the insurance 
bill promptly and without reference to 
other issues before the Congress. 

The other issue of primary importance 
is the question of acceleration of the 
U. S. civilian atomic power program. 
The Committee’s own program for ac- 
celeration last year was lost in a welter 
of conflicts among the Administration. 
the advocates of federal power genera- 
tion, the private utilities, coal interests, 
and a bi-partisan group on the Commit- 
tee which still wants to speed up the 
work. 

The overseas market was justification 
for last year’s move on the part of the 
Committee, although the program pro- 
posed would have done no more than 
add new experimental projects in the 
U. S. This year, the Committee is ex- 
pected to come out with a bill much 
broader in scope but precisely aimed at 
several objectives which the Committee 


feels are not being adequately pursued 


by AEC. One of these objectives is a 7 
“dual purpose” reactor at the AFC | 


Hanford plant (operated by G. E.) io 


produce electric power as well as plutca- | 


ium for military purposes. 


The Committee wants the Atomic Fa. | 


ergy Commission to push more vigor- 


ously on the development of an aircraft | 
nuclear propulsion system and it wants § 


to increase the flow of federal funds 


into general research and development / 


work. 

The Committee also wants to add to 
the number of power projects now un- | 
der way in this country, apparently to 


get a full scale test of certain types of |” 


reactors not now being built. This phase 
of the expansion proposal will run 
smack into the public vs. private power 
argument, unless some formula is found 
to separate the government's role as the 
developer from its role as a supplier of 
electricity for sale. 
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Finally, the Congress, as well as the © 


Atomic Energy Commission, is ready 7 
to indorse some means of making Amer- 7 
effective | 
abroad. One suggestion embodied in a / 


ican industry’s capabilities 
bill introduced by Rep. Sterling Cole of | 
New York, former chairman of the Joint 
Committee, would make $100 million 
available to AEC over the next five 
years to subsidize foreign reactors. If 
the major part of the system is supplied 





by U. S. industry, AEC could pay half} 
the difference in cost between a con-) 
ventional plant and a nuclear plant. The? 


other nation would be required to pay 


the other half. 


Surrounding all of these proposals 
and problems, however, is a querulous 
atmosphere of personal, political and 
administrative differences between the 
Legislative and the Executive branches 
of the government, differences 
could undermine any constructive effort 
to solve the problems. 
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«| @ What is a Banker? 


| § People expect the Banker to be an expert 
the & on everything. 


ady § P He’s supposed to be a fountain of knowl- 
rer: | : edge about international affairs, local egg 
tive | : prices, and all points between... 


nal : ...An enthusiastic backer of new ideas 
of I ™ (and simultaneously a Fort Knox of 
ied | stability)... 


lion ... A business man’s business man, able 
five | ' to talk the language of any industry... 


If ... Family counselor, investment expert, 
lied lawyer’s aid, business analyst, com- 
half munity leader... 


-on- ki People expect their banker to be all these. 


The} It’s a mighty big order. But can you 
pay think of one you’d be prouder to fill? 


There’s much more to good correspond- 


ysals z ° 
ent service than services alone. 


lous 
and At the Harris we provide all the services 
the you’d expect. But one of the most valu- 
aod able things we offer correspondents is a 
sate: combination of broad experience, 
hich seasoned judgment, and person-to-person 
ffort _ service that’s our specialty at the Harris. 


This has made us known as Chicago’s 

“‘Business Man’s Bank.” But we find it 

is equally valued by the Business Man’s OUR 
Business Man—the Banker—many of = 75th 
whom we serve as Chicago correspondent. 

May we serve you, too? 
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Mansfield Heads Illinois 
Trust Division 


HE 20TH ANNUAL MEETING OF THE 

Illinois Bankers Association Trust 
Division met in Urbana on April 25 
and heard that the Division’s Trust De- 
velopment School already had more 
registrants than it can accommodate for 
its August 4-22 session. The School is 
limited to 26 students and applications 
had been received from 14 Illinois men 
and 25 from 16 other states, Harold J. 
Clark, Chicago attorney and director of 
the School, told the conference. How- 
ever, Illinois applicants are given prefer- 
ence up to May 13. Mr. Clark reported 
that John Liddle of Citizens National 
Bank, Abilene, Tex., had won first prize 
in the contest among 1956 students for 
the best manuscript of a talk on estate 
planning suitable for a businessmen’s or 
women’s club. 


Officers unanimously elected for the 
coming year are: Pres.—Rollin B. Mans- 
field, vice president, First National Bank, 
Chicago; Vice-Pres.—William H. Hand- 
rich, trust officer, First National Bank, 
Belleville; Secy.—A. T. Etcheson of the 


Illinois Bankers Association. 

A visual presentation of trust public 
relations, highlighted by charts and car- 
toons that show “Why People Should 
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Newly elected officers of the Illinois Bankers 
Association Trust Division. Left to right, 
President—Rollin B. Mansfield, vice presi- 
dent, First National Bank, Chicago; Vice 
President—William H. Handrich, trust offi- 
cer, First National Bank, Belleville; and out- 
going president—C. A. Webber, president 
and trust officer, Champaign County Bank & 
Trust Co., Urbana. 


Save Money”, was given by Earl 
Schwalm, vice president and trust officer. 
Lincoln National Bank & Trust Co., Fort 
Wayne, Ind. People can become in- 
terested in stocks, but from relying on 
the Dow Jones averages may acquire the 
erroneous idea that all stocks go up. To 
overcome this idea the speaker showed 
that some very good stocks have come 
down too. 


Small investors have increased by one- 
third over the past four years, Schwalm 
said, and 58% of them are women. The 
increased span of life has made it neces- 
sary for people to give more thought 
to their own retirement period, and in- 
flation further emphasizes the need to 
save and invest. A man must have an 
income of $11,156 now to equal the pur- 
chasing power of $5,000 in 1940. 


Charts and slides of large estates 
illustrated handling with or without the 
marital deduction. A study of 585 estates 
showed unnecessary waste in 571 be- 
cause advantage was not taken of all 
allowable deductions. Since people pro- 
crastinate, the speaker said, it is up to 
trustmen to get them to invest wisely 
and to take care of these estates. 


—_— 


Current trust legislation was reporie< 
by Clair W. Furlong, vice president 
Continental Illinois National Bank & 
Trust Co., Chicago, and chairman of ihe 
Trust Legislation committee. He men- 
tioned that House Bill 586, which in- 
creases the state inheritance tax rate, 
was in the second reading. 


The Uniform Gift to Minors Act has 


—_ 


two disadvantages, according to Profes- & 


sor J. Nelson Young of the University of 
Illinois College of Law. First, it is not 
possible to split income between fidu- 
ciary and donee as it is in a straight 
trust, and second, it gives the custodian 
power to transfer securities. Also there 
is no spendthrift provision. Other points 
mentioned by Professor Young were as 
follows: 


e@ Anything short of a general power 
in the spouse to appoint by will or deed 
will jeopardize the marital deduction. 


@ In connection with administration 
expenses, which are deductible for in- 
come tax or estate tax, advancing the 
executor’s fee for a particular year may 
be advantageous for income tax pur- 
poses. 


@ Waivers need not be filed before | 


running of the statute of limitations. In 
cases where a man dies now the 1956 
taxes are past due and are a lien on his 


estate prior to death and such taxes do | 


not follow into the hands of the devisee. 
However. the 1957 taxes become a lien. 


ieee... aaa 


Pees 
abeisin daionnbnasocsic 








The 1956 taxes should be deducted from | 


the estate tax and the federal 
taxes. 

@ If the relinquishment of a life in- 
terest is made for a consideration then 
for income tax purposes the gain that is 
shown over the valuation of the prop- 
erty is a capital gain. If the considera- 
tion is less than the valuation, it is a 
capital loss. 

After the luncheon, at which time the 
conference heard from James E. 
Thomas, president of the Illinois Bar 
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Association, two panel discussions were 
conducted. Highlighting the Investment 
Panel discussion was consideration of 
the best present ratio of stocks and 
bonds to the total assets of an estate. 
This panel, moderated by Richard L. 
Linney, chairman of the Trust Division 
investment committee and vice president 
of Springfield Marine Bank, consisted 
of: H. L. Parker, vice president, Harris 
Trust & Savings Bank, Chicago; Frank 
C. Mayne, Jr., vice president and trust 
officer, Central National Bank & Trust 
Co., Peoria; and Robert Lennington, 
trust officer of City National Bank & 
Trust Co., Chicago. 


The second panel, on Costs and Fees, 
pointed out that fees should always bear 
a relation to costs and expenses, and 
that banks that do not have a cost sys- 
tem should determine their own costs. A 
survey of the 1957 fees in use by trust 
departments in the banks of Illinois 
was distributed to all members present. 
Participating in this panel were: Martin 
T. Butler, assistant trust officer, Central 
National Bank & Trust Co., Peoria; 
Robert R. Bunting, vice president and 
trust officer, Mercantile Trust & Savings 
Bank, Quincy; John B. Happ, vice presi- 
dent and trust officer, First National 
Bank & Trust Co., Evanston; and Ray- 
mond Kreig, farm manager of the First 


Galesburg National Bank & Trust Co. 


One of the pleasant features of this 
conference was the dinner for early 
arrivals provided by Champaign County 
Bank & Trust Co., whose president and 
trust officer, C. A. Webber, is the re- 
tiring head of the Trust Division. Mem- 
bers of the Champaign County Bar 
Association were also guests, and Austin 
Fleming, attorney with Northern Trust 
Co.. Chicago, spoke on “Our Role in 
Estate Planning”. 

A A A 
Mid-Continent Trust Conference 
American Bankers Association 
is scheduled for November 21-22 in New 
Or lag ns 


@ The 


of the 





Hundred Attend Virginia 
Trust Conference 


One hundred trust officials from 75 
banks in Virginia gathered in Richmond 
for the one-day meeting April 18 spon- 
sored by the Trust Committee of the 
Virginia Bankers Association. 


The question, “Should Your State 
Have A Trust Division?” was discussed 
by the chairman and the secretary of 
the Trust Division of the Pennsylvania 
Bankers Association. They are respec- 
tively H. Townsend Bongardt, vice presi- 
dent and trust officer of Tradesmen’s 
Bank & Trust Co., Philadelphia, and 


Bruce Hassinger. 


“The Role of Supervisory Authorities 
in the Improvement of Trust Services” 
was taken up by a panel consisting of: 
John F. Sullivan (moderator), trust 
officer, American Trust Co., Charlotte, 
N. C.; Presley T. Creery, Federal Re- 
serve Bank of Richmond; Charles H. 
Franklin, Office of the Comptroller, and 
J. Anton Conner, Federal Deposit In- 
surance Corporation, both of Washing- 
ton, D. C. The morning session con- 
cluded with “Recent Legislative Changes 
Affecting the Administration of Trusts 
and Estates” presented by David J. 
Mays, attorney for the Virginia Bankers 
Association. 


After a social hour and _ buffet 
luncheon, B. Walton Turnbull. trust 
officer of State-Planters Bank of Com- 
merce and Trusts, Richmond, spoke on 
“Results of Study of Trust Fees in Vir- 
ginia’. 

A AA 

@ A fast decision turned bad news into 
good publicity for City National Bank 
& Trust Co., Oklahoma City. When a 
three story building owned by the bank 
collapsed during remodelling, president 
D. W. Hogan, Jr., changed plans so fast 
that the newspapers which showed pic- 
tures of the collapsing building carried 
the news that the bank would build a 
new parking garage on the same spot. 
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Trust Company Foundation 
Makes Educational Grants 


The Chicago Title and Trust Com- 
pany Foundation has announced grants 
totalling $104,000 in the field of higher 
education in Illinois. The grants went 
to 25 colleges and universities and seven 
law schools in Illinois. Included also 
was a $5,000 part payment on a three- 
year commitment of $15,000 which will 
make possible full four-year scholarships 
for three Chicago area honor students 
to be chosen by the national Merit 
Scholarship Corporation. 


This marks the third year in which 
Chicago Title and Trust, through its 
Foundation, has sought to fulfill what it 
considers a civic responsibility of all 
corporations, including financial insti- 
tutions. The Foundation was established 
in 1951 to disburse funds for scientific, 
educational, religious, literary or chari- 
table purposes which shall promote the 
well-being of mankind, the community 
or the general welfare. 


Chester .R. Davis, president of The 
Foundation and senior vice president of 
the Trust Company, said: “Business or- 
ganizations must help to sustain schools 
and colleges which play such an im- 
portant part in developing leadership.” 
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CAN PENSIONERS BE PROTECTED AGAINST INFLATION? they 
until 
ace il . : ; ; gy amo 
HERE IS NOTHING NEW ABOUT INFLA- after which it rapidly fell to a “low” of of the capital gains and set it aside as a <. 
tion. History is full of periods when 49 in 1932. As we all know stock prices special reserve fund for the benefit of just 
prices were rising. And although these passed their 1929 levels a couple of the people who will retire, to be used, W 
were always followed by other periods years ago and were—incorrectly, ac- so to speak, as a cost-of-living bonus.” ve 
during which prices declined, the fall cording to the “cost of living” theory— This employer will probably proceed eh 
was seldom as great as the previous rise. thought to be an augury of a market jy, two steps. He will first of all base his pee 
For example, the Cost of Living Index crash. “pension formula” on what the em- a 
of the U. S. Bureau of aan Statistics It is not our province to criticize the ployee is earning at or near retirement | (at | 
rose from a trough of 52" in 1895 to a economic soundness of the proposition (whenever it occurs) rather than on the 30. 
peak of 143 in 1920. By 1933 it had that stock prices rise and fall with the average earnings of his whole career. com| 
fallen to 92 but today it is at the 199 cost of living. An appealing case is made For example, a pension formula that is wear 
mark. for it in Greenough’s booklet already becoming quite popular today is: natin 
It is obvious that during periods of cited. But it must be remembered that ; , we 
rising prices the so-called rentier class the only periods during which inflation Multiply the employee’s years of | a 
; ee fs : j ; a service from hiring to retirement by © 
(i.e., those individuals whose income is was studied were those of “reconstruc- the sum of: ses 
a . . . ” . $ && 
fixed in terms of money instead of goods and great ei — (a) %% of his average compensa- fy earn 
or services) will suffer in direct propor- following two great wars. No one really tion received during the last five | tion 
tion to the amount of the rise. This sit- knows what might happen in a long years of service; and Sime, 
uation is particularly serious for the period of peace (or “cool war”) accom- (b) %% of that part of this aver- 7) 7),, 
old-age pensioner; he is in no position panied by a slow rise in prices which age compensation that exceeds $4,200. fond 
to supplement his income by gana i or might ~~ accompanied by For example, if Ed Smith were aver- |) imp 
or full-time employment. It is thus very a faster rise in production. aging $10,200 a year between ages 60 [Mis to 
important to know if there is any way We have said that both methods of and 65. his annual pension on retire- Pi the r 
whereby an employer can be reasonably protecting the pensioner against infla- ment at 65 after 32 years of service J TI 
geaaal of preventing the —— benefits tion depend on an investment portfolio would be: 32 times (a) $51 (i.e, 14% “nat 
he is establishing for his employees that increases as fast as the cost of of $10,200) plus (b) $45 (ie., 34% of Fa m 
from being whittled away to nothing by jiving rises. Where these methods differ $6,000) : namely 32 times $96, or $3.- F peric 
the effects of future inflation. is in who assumes the risk of this thesis ()72, “Primary” social security adds a posit 
A Theory that Suggests Two being incorrect. In the one case it is further $1,302 making Ed Smith’s pen- F erag: 
a the employer who would have to make sion 43% of his final pay. If Smith’s fF betw 
Tw a a a hail good the failure of his pension fund’s wife were over 65 this percentage would F year 
: — ul es nae ae e investments to keep up with inflation. In rise to 49%. initi: 
in recent years. ey bot epen on the other it is the employee’s own pen- Not} thet tofiens : es ae —e 
the basic contention that pension fund that rises and falls with the prices ‘Notice that inflationary trends prior si 
. . “ - = - 1 74 ; va) cs 
investments can be found that will pro- tabi-aek ta be hn to tien to to retirement will be taken into account 
: : ‘ . ae sa icallv bv ; : , cre 
duce an income that increases or de- |. ; . automatically by basing pensions on an 
: risk that these are not synchronized with Bc uae he time he taker 
creases proportionately to the rise or the ups and downs in tne cost of living a, laa ei compensation at t e time he tl 
fall in the cost of living. It is admitted : ’ woe retires. By . judicious selection of com- we 
that this theory is only approximately (3) Die Cateye tlie ox mon stocks, the employer may expect tof SIV 
correct. the Theory have paralleled this inflation by in-§ P® 
— creases in the value of his investment— ! 
For example, the Cowles Commission We will first consider the position of wantin, D the . 
All Stock (P) and — & Poor’s the employer who sets out to gear his TEE ee 
416 Stock indices? (1926 — i : — fers second ste re- 
416 Stock indices (1926 = = im- pension benefits to the cost of living. ihe, tas sitar engin i ular in-M acc 
creased from . trough of 34 in 1896 to Tn the words of Dr. Marcus Nadler, Pro- een a aa licht of f se e Pp 
a peak of 190 in 1929—nine years after fessor of Finance at New York Univers- el A “om ik cae adh on — 
the cost of living had passed its peak— ty: *, | where a pension fund is parti- glo . — ae Pi 
Glee caine ta abe iE - ployee’s retirement. If the cost of living > 
11935 to 1939=100. y ‘ a" ” ane .. . has risen by more than 5%, say, (2€@ re, 
chance of capital gain. I believe it is pest tint ee 3 1 An. 
*W. C. Greenough, A new approach to retire- desirable in order to protect the future Me ee eee Chi 
‘ment income. (Teachers Insurance & Annuity As- Pla 


sociation of America, New York, 1951). 
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pensioners to take a certain percentage 


8American Pension Conference, Feb. 28, 195 
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current pensions by this percentage.* 
Since his investment portfolio may be 
assumed to have improved by a similar 
percentage the employer will, on the 
average, suffer no loss due to such a 
procedure. 

Let us illustrate these arguments by 
means of a simple example. We suppose 
that a company has a group of salaried 
employees hired now at age 30. For 
simplicity we assume that none of these 
employees dies before age 65 and that 
they all live thereafter as pensioners 
until age 80. Suppose their pensions 
amount to 25% of their “final” salary, 
j.e., the compensation they are receiving 
just prior to age 65. 

We must make two further assump- 
The first concerns the rate of 
interest earned by the pension fund. In 
only one year since 1880 has the aver- 
age interest earned by common stocks 
(at their market prices) been less than 
3%. In that same period life insurance 
companies averaged over 3% every 
year without exception. It would seem 
conservative to use 3% as the average 
net yield of invested pension funds in 
future years even when “market prices” 
are used to determine actual investment 
earnings rates. In fact, such an assump- 
tion is likely to result in considerable 
investment profits as the years go by. 
These constitute the “special reserve 
fund” mentioned by Dr. Nadler and an 
important function of the plan’s actuary 
is to see that this fund is “released” in 
the right amounts and at the right time. 


tions. 


The final assumption relates to the 
“natural” rise in salaries that occurs as 
a man increases his knowledge and ex- 
perience and is given more responsible 
positions with his company. On the av- 
erage this “natural” increment may lie 
2%—in which case the 30- 
year old entrant is earning twice his 
initial rate of pay by the time he retires 
—and 3% (where his “final” pay is 2.8 
times his initial rate). These “natural” 
inc: 


between 





‘ases in pay must, of course, be 
taken into account in calculating the 
average contribution rate required for a 
given pension based on a man’s “final 
pay. 

Lot us turn to figures that result from 
the vreceding series of assumptions. 

> first figure on the last line of the 
acc: mpanying table shows that if there 
are no salary increases and if there is 

“T' is type of reassessment has been used by 
National Airlines, Inc., since 1954. Alexander G. 
Ha Senior Vice President of that company, 
rep-.ed on the success of this plan at a recent 
Am can Management Association conference in 
Chicszo. Details are given in Employee Benefit 
Plax, Review, April, 1957. 

May 1957 





Annual company cost expressed as percentage of pay of “typical” employee hired 
at age 30 who is certain to live to age 65* and will then be granted pension, 
payable for exactly 15 years, of 25% of “final” pay. 


Rate of Inflation 


(assumed to affect directly both salaries and pensions) 


None 1% 
“Natural” rate of salary 
increase increase 
None 2% 3% 2% 


Investment earnings 


3% 3% 49% 


4.9 9.3 7.2 


7.2 8.7 


per annum 
“Natural” rate of salary 


| 
| 
] 
| 


Investment earnings 


| Ma. S24 


2% per annum 
“Natural” rate of salary 
increase 

| 


3% 2% 3% 


Investment earnings 
3% 4% 3% 5% | 3% 5% 


| 
11.9 mi 14.0 8.7 


*or, alternatively, whose beneficiary is paid an amount equal to the accumulated contributions at 


the time of the employee’s death prior to age 65. 





no inflation the employer will need to 
average 4.9% of payroll each year if 
he is to provide a 25% pension by age 
65. But the next two figures show that 
—still without inflation—this 4.9% 
should be somewhere between 7.2% and 
if the rate of “natural increase” 
of salaries is between 2% and 3%. 


The following four figures show what 
would happen if it were known that the 
average effect of inflation is to add 1% 
to the cost of living each year. Consider- 
ing the first of these we notice that if 
there were no change in the assumed 
3% investment earnings, the 7.2% 
tribution rate mentioned above 
need to be increased to 9.3% 


Q” 
3.1% 


con- 
would 


But if the investment portfolio were 
to inflate in value at the same rate as the 
cost of living, the 3% investment yield 
would—with an inflation of 1% per 
annum—automatically increase to 4%. 
The fifth item in the last line of the 
table shows that this would bring the 
employer’s average contribution 
back to the original 7.2% 


rate 
mentioned. 
Similar remarks apply when the rate 
i“ ae pag a 
of “natural increase” of salaries is 3% 
a year and when the rate of inflation in 


the cost of living is 2% a year. In each 
case the effect of inflation can be com- 
pletely nullified if the market value of 
the fund’s investment portfolio moves 
upward at the same rate as the cost of 
living. 

Note that the table shows what would 
be the additional contribution burden 
of the employer if his fund earned only 
3% and failed to keep in step with in- 
flation. With 2% inflation and a 3% 
“natural” increase in salaries the em- 
ployer’s 8.7% contribution rate would 
suffer a 60% increase to 14.0% of pay- 
roll. Since the employer would have used 
the erroneous 8.7% figure for some 
years before he realized what he was 
running into, the increase would in fact 
be more like 100%. No wonder that 
employers with non-equity investments 
fear the effects of inflation on their pen- 
sion programs! 


(2) The Employee Himself Relies 
on the Theory 

We now consider the second method 
of keeping pensions in line with the 
cost of living. It has been pioneered by 
the Teachers Insurance and Annuity 
Association and a few industrial com- 





Employee - Benefit Plans 
Employee - Retirement Plans...In Maryland 


We welcome the opportunity to cooperate with you and 
your counsel on any practical problem in this special- 
ized field. You should take advantage of our experience. 


There is no obligation. 


MERCANTILE -SAFE nee 


and Trust Company 


BALTIMORE, MARYLAND 
Capital Funds: $19,000,000 


Chartered 1864 e 
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panies have also adopted it. In fact, the 
latest development on these lines is The 
Canada Trust Company’s announcement 
of its Equity Plan (see below). Under 
this method the employee himself runs 
whatever risk there may be in the lack 
of complete parallelism between stock 
prices and the cost of living. Basically, 
the procedure is as follows: 


Each contribution by, or on behalf 
of, any employee is invested in a pool 
of common stocks. Every dollar invested 
is credited with its due share of invest- 
ment earnings and price appreciation 
(or depreciation) until the employee’s 
retirement. At that time the employee’s 
accumulated account is (or can be) 
used to “buy” an “equity annuity” for 
life. This involves the “book transfer” 
of the equivalent amount of stock to a 
pension account. The amount of pension 
actually paid in any quarter (say) de- 
pends on the market value of the se- 
curities held in the common pension ac- 
count at that time. If this market value 
increases 10% above the value at the 
time the pension was “bought” the pen- 
sioner receives $1.10 for every dollar 
he received at retirement. If the market 
value falls 15°¢ below its value at his 
retirement the pensioner’s annuity be- 
comes only 85 cents in every dollar of 
original pension. 


It is obvious that this type of variable 
pension could lead to serious problems 
when market values were decreasing 
over a long period. It is thus only 
applicable to an “educated” group of 
employees. For example, it is interesting 


to observe that large numbers of school 
and university teachers given the option 
of having none, one-fourth, one-third 
or one-half their premiums invested in 
common stocks, have chosen the high- 
est proportion allowed (namely, 50%). 

One thing seems clear from the fore- 
going review. There is a “risk” involved 
in trying to tie pension levels to the 
cost of living. This risk may be run 
by the employer himself who may 
“hedge” his losses by investing some 
(or all) of his pension fund in equity 
stocks.® Or the risk may be run by the 
employee who may see his pension re- 
duced because of market movements 
temporarily unrelated to the cost of liv- 
ing. 

But unless this risk is faced there is 
no way of protecting the pensioner — 
even partially — against inflation. 


CANADA’S RETIREMENT 
SAVINGS PLANS FOR 
INDIVIDUALS 
GOVERNMENTS AN- 


f VHE CANADIAN 
nounced intention to change the In- 


come Tax Act to permit income tax de- 
ductions of individuals’ contributions to 
a “registered” retirement savings plan 
follows hard on the heels of similar tax 
relief instituted last year in England.® 


5K. M. McKelvey in a recent paper delivered 
before the Faculty of Actuaries in Scotland says 
that the question today is: Dare we leave more 
than 50% in fixed interest investments? We un- 
derstand that the Trust Department of a leading 
Chicago bank advocates a 50% investment in 
equities for ‘‘educated’’ employers. 


®Reported in this column in the July 1956 issue. 





a 


RETIREMENT FUND OWNS COMPANY BUILDING 





The new $4,000,000 nine-story Meadows Building which serves in Dallas as national head- 
quarters for General American Oil Co. of Texas, is owned by the Company’s Employees’ 
Retirement Plan and leased to a subsidiary of GAO. At the time the new office building 
was under consideration by the Company, General American was also developing its Re- 
tirement Plan and the trustees were looking for a sound investment that would also 
provide a good return. The projected building was erected with an underwriting which 
permitted the Retirement Plan to acquire full ownership. The Plan is non-contributory. 
The Company pays in an amount approximately equal to 9% of the employee’s salary 
each year. 
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Although the new legislation is no 
yet effective it provides basically for . 
deduction of the larger of $2,500 ar: 
10% of an individual’s earned income 
provided the corresponding sum is paid 
into a registered retirement savings plai. 
The $2,500 ceiling is lowered to $1,500 
if the individual is already contributing 
to a registered—or, as we would say, 
qualified—pension plan. This is because 
such employee contributions to a pen- 
sion plan are—in Canada but not here 
already tax deductible. 


SS es, 


pom 


In order to ensure that the individ- 
ual’s contributions are bona fide it is 
laid down that: 


(i) The accumulated contributions 
must be used to purchase a life an- 
nuity—individual, joint-and-survivor, 
or with a “certain” period not exceed- 
ing 15 years—payable in equal instal- 
ments. 


(ii) The annuity payments 
not commence after age 70. 


must 


(iii) Contributions and/or earnings 
thereon may not be returned prior to 
retirement except in the event of 
death of the individual. 


The Canada Trust Company has an- 
nounced the creation of two Retirement 
Savings Plans designed to take advan- 
tage of the new legislation which is 
anticipated to become effective some- 
time this year. One plan, the Fixed In- 
come Plan, will be “invested in bonds, 
debentures, mortgages and other fixed 
income securities.” The other, the Equity 
Plan, will have an “investment emphasis 
largely on the common stocks of sound 
corporations.” 


During the pre-retirement period the 
individual’s share of either Plan will be 
determined in much the same way as 
described in the preceding article. But 
at retirement The Canada Trust Com- 
pany will purchase a retirement annuily 
from the Canadian government (which 
is in the annuity business) or from in- 
surance companies if their rates are 
better. After retirement, therefore, the 
individual is on a fixed income. His 
position may be likened to that of an 
employee under a “final compensation” 
plan that does not seek to adjust pen- 
sioners’ incomes with the cost of living. 


A A A 


@ Sixty-two bankers attended the three- 
day Pension and Profit-Sharing Seminar 
conducted early this month by Kennedy 
Sinclaire, Inc., trust advertising and 
sales training specialists, at the Hotel 
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Governor Clinton, New York City. They © 
e | 


represented 23 states and the District 
Columbia. 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


Arthur §S. Carruthers and Harold A. 
Shircliffe elected vice presidents in 
the trust department. Carruthers, a 
graduate of Yale and Northwestern 
U., has been in trust banking since 1929, twelve years with 
Lincoln Rochester (N. Y.) Trust Co., before joining Cali- 


Los Angeles 
CALIFORNIA 
BANK 





A. S. CARRUTHERS 
Los Angeles 


H. A. SHIRCLIFFE 
Los Angeles 


fornia Bank in January. Shircliffe, a graduate of DePaul 
Law School, had been with Chicago Title & Trust Co. from 
1930 to 1956. 


San Diego 
SAN DIEGO TRUST 
& SAVINGS BANK 


Lewis Genge advanced from security 
analyst to investment officer. Since 
joining the bank in 1951, George has 
handled both security analysis and 
account reviews for the trust department. 


San Francisco 
First WESTERN 
BANK & TRUST Co. 


Fred M. Parke named advertising 
manager in charge of all advertising 
and publicity. He recently resigned 
as vice president of Johnson & Lewis 
Advertising. 


CONNECTICUT 


Emil L. Roth retired as vice presi- 
dent after more than forty-seven 
years with the Trust Company, most 
of them in trust work. A dinner in 
honor of Roth was held at the New Haven Lawn Club, at- 
tended by 60 officers and employees. 


New Haven 
UNION & NEW 
HAVEN TRUST Co. 


GEORGIA 
Athens George W. Moor, formerly assistant 
NATIONAL BANK national bank examiner, named audi- 
oF ATHENS tor and asst. trust officer. 
ILLINOIS 
Chicago Advanced from assistant secretaries 


CONTINENTAL 
ILLINOIS NAT’L 
BANK & Trust Co. 


to trust officers: Edward J. Friedrich, 
Alfred P. Haake, Jr., Lyle F. Veitch 
and Frank M. Wright, Jr.; newly 
elected assistant secretaries are Ed- 
ward C. Brooks, Robert L. Farwell, James R. Nolan, Donald 
H. Remmers and Andrew E. Wolf, Jr. 
LaSalle 
\ SALLE 
\ATIONAL BANK 


C. D. Charlton named executive vice 
president; John C. Stachowiak, vice 
president and asst. trust officer. 
(Bank incorrectly listed in April un- 
der Chicago.) 


Sp. ingfield William H. Patton elected president 
RST to succeed the late Fred H. Luers; 
\TIONAL BANK Gregory S. Luthy advanced to vice 

president and trust officer; and G. 
Crum Walbaum named trust officer. 
Pa con was formerly vice president and trust officer. 
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IOWA 
Dubuque James F. Shepherd, formerly of 
FIRST NORTHERN TRUST Co., Chicago, ap- 


NATIONAL BANK pointed trust officer. 


LOUISIANA 


New Orleans See Scranton, Pa. 


MISSOURI 
St. Louis Richard J. Dodge elected a trust of- 
St. Louis ficer with the probate division as an 


UNION TRusT Co. administration officer. Dodge has been 


on the legal staff of the St. Louis 
Probate Court since 1954. 


NEW YORK 
Canajoharie Daniel W. Vooys resigned as vice 
CENTRAL president and trust officer to become 


NATIONAL BANK vice president and cashier of First 


National Bank, Jamestown. 


New York Edward F. McDougall resigned as 
BANKERS asst. vice president in charge of ad- 
TRUST Co. vertising and publicity to join the 


Tunis-McDougal Corp., which operates 
a chain of automobile and truck agencies in Nassau and Suf- 
folk Counties. , 


New York Four division heads appointed to the 
BANK OF newly established rank of executive 
NEw YorRK vice president are: Donald M. Elli- 


man, in charge of branch activities 
in the midtown area; H. O. Eversmann, head of the bank- 
ing department; Roderick McRae, head of the investment 
department; and Charles M. Bliss, head of the trust de- 
partment for the past eight years and previous thereto 
in charge of the investment counsel] department. 


New York Albert C. Bossert, George J. Gansel 
CHASE and Joseph J. O’Brien appointed asst. 
MANHATTAN BANK vice presidents, and Arthur S. Condit, 

Jr., and Edward J. Ford promoted 
to assistant treasurers, all in the trust department. Bossert 
is assigned to operations division of corporate trusts, Gansel 

a member of the tax accounting division; O’Brien, trust in- 

vestment; Condit, supervisior of the fiduciary section of the 

tax accounting department; and Ford, head of the tabulating 
division of personal trust. 


New York William J. Fimbel and Sherwood L. 
CHEMICAL CORN L. Monahan appointed asst. trust of- 
EXCHANGE BANK ficers. 


New York Howard R. Stengel advanced to trust 
MANUFACTURERS officer. Stengel, a pension consultant 
Trust Co. in the personal trust department, 


joined the Company in 1952 after 21 
years with Borden Co. in the development of retirement 
procedures and administration of employee pension and 
welfare plans. 





H. R. STENGEL 
New York 


RODERICK MCRAE 
New York 


CHARLES M. BLIss 
New York 
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G. W. HEMPHILL 





A. F. BuscH 


W. F. DELAFIELD 
Cleveiand Philadelphia Philadelphia 
New York Prescott Evarts advanced to assistant 
NEW YORK treasurer and assigned to the new 
Trust Co. office at Madison Avenue and 59th 


Street. For some years in the personal 
trust division at the main office, Evarts will engage in new 
business development activities and handle personal trusts, 
custodian and general banking accounts. 


New York Robert E. Fulton, Moore Gates, Jr., 
UNITED STATES David T. Harris, Lloyd W. Pedersen 
Trust Co. and Claude F. Shuchter appointed 


asst. vice presidents; W. R. Kirkland 
Taylor, Jr., assistant secretary. Fulton is in the pension and 
profit sharing trust division; Gates, Harris, Pedersen and 
Taylor with the investment department; and Shuchter in 
trust administration. 


OHIO 
Cleveland A. F. Busch elected trust officer. 
CENTRAL Bush joined the trust investment 


NATIONAL BANK division in 1942; in 1946 was named 
an operating manager in the trust ac- 
counting division, and seven years later appointed an ad- 
ministrator in the corporate trust division, his most recent 


assignment. 


OREGON 
Portland‘ Garth F. Steltenpohl promoted to 
FIRST asst. trust officer in the head office 


NATIONAL BANK trust department, where he has been 
in the property management division 


for the past three years. 


PENNSYLVANIA 
Lewisburg Weber L. Gerhart, Jr., elected execu- 
UNION tive vice president. 
NATIONAL BANK 
Philadelphia Promoted to vice presidents in the 


FIRST PENNSYL- 
VANIA BANKING 
& Trust Co. 


trust department are: William F. 
Delafield, George W. Hemphill, Roger 
L. Hubbert, Harry D. Livingston and 
David W. Measuroll. Thomas W. 
Smyth became an assistant treasurer, advancing from asst. 
trust investment officer; William S. Crowder retired as vice 
president in the trust department. 


Delafield is in charge of estate and pension planning; 
Hemphill is investment administration supervisor; Hubbert 
has been in the trust department since 1939; Livingston, a 
trust administrator; and Measuroll, supervisor in the in- 
vestment research department. 


Scranton William T. Eddins will join bank 
First NATIONAL June 17 as vice president. He is pres- 
BANK & Trust Co. ently asst. vice president in charge 

of public relations, new business de- 
velopment and advertising at HIBERNIA NATIONAL BANK 
of New Orleans, La. 


VIRGINIA 


William L. Gilliam, Jr., promoted to 
trust officer. 


Richmond 
NATIONAL BANK 
OF COMMERCE 
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R. L. HUBBERT H. D. LIVINGSTON D. W. MEASUROLL 


Philadelphia Philadelphia Philadelphia 
r 
Richmond D. Blackwell Brown named asst. trust 
BANK OF officer. 
VIRGINIA 
WASHINGTON 
Seattle Miss Ann Philip advanced to asst, 


SEATTLE TRUST 
& SAVINGS BANK 


trust officer. Specializing in guardian- 
ship accounts, Miss Philip has been 
in the trust department 13 years. 


WEST VIRGINIA 


Ronald G. Kyger elected asst. trust 
officer. He was previously assistant 
attorney general of West Virginia in 
charge of the tax division. 


Charleston 
CHARLESTON 
NATIONAL BANK 


CANADA 
Halifax, N.S. W. N. Wickwire, Q. C., appointed a 
EASTERN vice president, and Robert P. Howard, 
TRusT Co. general manager. 


Oakville, Ont. Charles A. Burton appointed assistant 
HALTON & PEEL general manager; Donald S. Mce- 
Trust & SAv. BANK Lauchlin a trust officer. Burton was 

formerly with National Trust, and 

McLauchlin with Sterling Trusts Corp. 


Toronto, Ont. J. Murray Wood appointed officer in 


CROWN charge of property management de- 
TRUST Co. partment. 

Toronto, Ont. J. W. Bayne, Robert Brodie and Ken- 
ROYAL neth A. White named assistant mana- | 
TRusT Co. gers in the estates and trusts, stock 


transfer, and investment departments, 
respectively. 








ry Lift Co., Memphis, Tenn. 
Modern one-story glass building of Irwin Union Bank & Trust 
Co., Columbus, Ind. The tellers’ windows and loan departments, 
as well as the president’s office are in this building, whose nine 
domes house lighting fixtures. The bookkeeping, investment and 
trust departments are in the adjoining three-story building where 
all floors are serviced by a rotary oildraulic elevator that requires 
no overhead machinery, hence no penthouse. A pneumatic tub 
system connects bookkeepers and tellers. 


Photo courtesy o 
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TRUST } 
EMPLOYMENT EXCHANGE 


Pe OOO 0, 0,0, 9-0 ee teeta te te tetotctototen 
DOODDOOOOOOOPOPOPPPIPPPPIPIIPIIP? 


Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 











indiana trust department seeks re- 
placement for retiring trust officer. See 
ad H-75-1 

Personnel agency has file on available 
trustmen. See Fanning ad 


Investment analyser desires trust de- 
partment position. 75-2 

New England trust department has 
opportunity for experienced administra- 
tor and new business solicitor. See. ad 
H-75-3 

Rapidly growing bank in St. Peters- 
burg, Fla., seeks trust officer to start 
new trust department. Salary $9,000- 
12,000. 74-2 


Attorney, 38, seven years estate, trust 
and tax experience, admitted N. Y., ap- 
plication pending for Florida Bar, desires 
position in trust department of Florida 
bank. 74-3 

Trust Officer available — head of 
Southwest trust department with a sub- 
stantial growth. See ad S-75-5 


A A A 


Dallas Banks Sponsor 
Education Conference 


A highly successful educator-banker 
conference was held recently in Dallas, 
sponsored by four local banks, Republic 
National, First National, Mercantile Na- 
tional, and Texas Bank and Trust Co. 
Guests represented East Texas State 
Teachers College, North Texas State 
College, and Southern Methodist Uni- 
versity. 

The conference was planned to give the 
educators a better understanding of the 
opportunities for college graduates in the 
field of banking. 





TRUST OFFICER 


Wanted to replace present Trust Officer 
who is retiring. A National Bank in 
North Central Indiana having Trust As- 
sets at over One Million, Six Hundred 
Thousand. State qualifications end age. 
Opportunity to be Department Head. 
Vrite at once, if interested. 

Box H-75-1, Trusts and Estates 

50 East 42nd St., New York 17 








TRUST OFFICERS 


A leading N. Y. personnel agency that 
specializes in placing bank Trust Officers 
has a complete file of Administrators; 
Estate Planners; New Business Solicitors; 
Investment Officers; Security Analysts; 
Pension & Profit-Sharing exp.; and Trust 
Cperations men. Resumes sent on re- 
quest. No fee to banks. Write Fanning 
Personnel, 180 Broadway, N. Y., N. Y. 
Mr. D. Howard or phone Digby 9-3800. 
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Mergers, Change of Name 
and New Trust Powers 


San Bernardino, Cal. — The trust de- 
partment of PIONEER TITLE INSURANCE 
& Trust Co. has been sold to, and is 
now operated as the Pioneer Office of, 
TITLE INSURANCE & TRUST Co. of Los 
Angeles, 


Chicago, Ill. — NATIONAL BOULEVARD 
BANK has been granted trust powers 
under the Federal Reserve Act. 


Muskegon, Mich. — HACKLEY UNION 
NATIONAL BANK has changed its title to 
HACKLEY UNION NATIONAL BANK & 
TRUST Co. 


Dunkirk & Jamestown, N. Y. — LAKE 
SHORE NATIONAL BANK of Dunkirk and 
the CHAUTAUQUA NATIONAL BANK of 
Jamestown have consolidated under the 
charter and title of the latter, with a 
branch at Dunkirk. 


Harrisburg, Pa. — Merger of the 
CENTRAL TrRusT Co. and ALLISON-EAST 
END Trust Co. has been approved by 
stockholders. Under the former’s title, 
the bank’s trust department will have 
combined individual trusts exceeding $10 
million. Charles H. Graff, president of 
Central, will be president of the new 
bank, and Arthur W. Loser, president 
and trust officer of Allison-East End, 
will be senior vice president, with all 
other officers retained. 


Philadelphia, Pa. — One of the most 
important Philadelphia bank mergers in 
recent years was completed over the last 
weekend of April when Provident Trust 
Co. and Tradesmens Bank and Trust Co. 
consolidated under the name of Provi- 
dent Tradesmens Bank and Trust Co. 
The new bank becomes the fourth larg- 





Won. G. FOULKE 


BENJAMIN F, SAWIN 


est bank in Philadelphia and the sixth 
largest in Pennsylvania, with approxi- 
mately half a billion dollars in resources 
and over a billion dollars in trusts. 


The four senior executives are: James 
M. Large, chairman of the board; Wil- 
liam R. K. Mitchell, vice chairman of 
the board and chairman of the Executive 
Committee; Benjamin F. Sawin, Presi- 
dent, and Warren H. Woodring, executive 
vice president. Two Senior Vice Presi- 
dents were elected: William G. Foulke 
(Trust Department) and Joseph B. Rob- 
erts (Banking Department). : 


The main office will be at Broad and 
Chestnut Streets. Banking Facilities will 
be continued at 17th and Chestnut 
Streets, and the Trust Division and the 


Operations Division centralized at that 
address. Provident Tradesmens will have 
sixteen other offices in Philadelphia, 
Delaware and Montgomery Counties. 


Alice, Texas — ALICE BANK & TRUST 
Co. has changed its name to ALICE NA- 
TIONAL BANK. 

A ft 


Bankers Trust Conducts 
Trust Training Course 


Rapid increase of trust business in re- 
cent years has led the Personal Trust 
Division of Bankers Trust Co., New 
York, to set up its own training course 
within the bank. Instruction is pitched 
to give the beginner a practical and 
speedy introduction to the work of the 
Division. With emphasis on the principles 
and procedures in use at Bankers Trust, 
the instructors can back up generaliza- 
tions with concrete examples from the 
bank’s experience in estate and trust ad- 
ministration. Moreover, they can name 
the people who do various jobs, so that 
the student personnel know where to go 
for help. 


The course is conducted in the Wall 
Street office during business hours, with 
a student .body of twenty-three, mostly 
junior administrators, but including 
some accountants. There are also repre- 
sentatives from the investment section 
and from the methods and personnel ser- 
vice division. Trust Administration is 
taught by assistant trust officer Malcolm 
A. Stevenson, and Estate Administration 
by Ernest C. Farrington of the Personal 
Trust Division. The course was set up 
by assistant vice president Arthur John- 
son, an experienced A.I.B. instructor. 


A AA 
IN MEMORIAM 


RUTHERFORD B. HAYES, cashier, trust 
officer and secretary of UNION BANK & 
Trust Co., Salt Lake City. 


JOHN J. LACKEY, assistant secretary 
in the trust administrative department 
of MERCANTILE TRUST Co., St. Louis. 





TRUST OFFICER 


Opening available in progressive and*well 
established New England Trust Depart- 
ment for individual with considerable ex- 
perience in administration and new busi- 
ness solicitation. 


Box H-75-3, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST - OFFICER © 
AVAILABLE 


In banking 23 years, head of trust depart- 
ment 10 years. Experienced in legal, pro- 
bate, tax, insurance, promotion and in- 
vestment. Age 45 years. Primarily inter- 
ested in Southwest and Pacific Coast. 


Box S-75-5, Trusts and Estates 
50 East 42nd St., New York 17 
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Harris Trust Celebrates 
75th Anniversary 


Harris Trust & Savings Bank of Chica- 
go became 75 years old on May first. 
Starting as the investment firm of N. W. 
Harris & Co. in 1882, it has grown to 
be one of the nation’s largest banks with 
total resources over $700 million and a 
staff of more than 1,200. 


Celebration activities included a ban- 
quet at the Conrad Hilton Hotel for 
.2,000 directors, staff members, wives, re- 
tired employees, and members of the 
Harris family. Among the speakers were 
President Kenneth V. Zwiener, three for- 
mer presidents, and two sons of the or- 
ganization’s founder, N. W. Harris — 
Stanley G. Harris who presided over the 
occasion, and Albert W. Harris, now 
89, who reminisced about his lifetime 
career with the bank. 


Mr. Zwiener announced that $110,000 
has been contributed to privately sup- 
ported institutions of higher learning in 
Illinois by the Harris Trust Foundation. 
“We are aware of the important part 
played by the educational establishments 
of our city and state,” he said, “which 
have helped supply the educated, men.and 
women needed for three generations by 
our growing organization.” 


A feature of the celebration on the 
lighter side was the ninth annual pre- 
sentation of the bank’s all-employee 
musical comedy in the Eighth Street 
Theater. This year’s show — “Jackson’s 
Jubilee’ — told the story of a 75-year- 
old employee of a mythical Chicago fi- 
nancial institution known as the Two 
Bit Trust Co. The show had a cast of 
50 staff members. Lyrics were by James 
F. Bailey, assistant secretary in the 


Trust Department, and the 18-tune musi- 
cal score was composed by William N. 
Flory, manager of the business develop- 


ment department and musical director of 
the show. 


The Trust Department at Harris was 
established when the bank was incor- 
porated February 4, 1907, in itself a 
matter of fifty years. It now has 38 
full time officers and a staff of 205, be- 
sides the time of some 100 more em- 
ployees listed under the tabulating, 
auditing, personnel and other depart- 
ments. 





Bank has many 
assets, some of which 
dont’ show on its balance 
sheet. These four secre- 
taries shed their type- 
writers for dancing 
clothes during bank’s 75th 
anniversary all-employee 
show. (1. to r.) Betty 
Gotz, Joan Larson, Joan 
Fiegel and Beverly Mur- 
ray. 


Harris 





The oldest account still on the books 
is that of Chicago Wesley Memorial Hos- 
pital Endowment Fund, which was 
opened as an agency account February 
1, 1908. Probably the most unique asset 
ever held in a fiduciary account was the 
manuscript of the Gettysburg Address 
specially written by President Lincoln 
in March 1864, to be bound with the 
manuscript of Edward Everett’s address 
on the same occasion. This came into 
the bank’s hands under the will of a 
man who purchased the manuscript for 
$150,000. It was sold to the school chil- 
dren of Illinois for $60,000 which they 
collected in nickels and dimes, and they 
gave it to the Illinois State Historical 
Library for permanent custody. This 
manuscript was the first to include the 
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Speakers table at Harris Trust & Savings Bank’s 75th anniversary banquet included (I. to r.) : 





Hardin H. Hawes, vice president in charge of investment department, Mrs. Mark A. 
Brown, William O. Heath, vice president in charge of trust department, Mrs. George S. 
Allen, Burton A. Brannen, senior vice president, Mrs. Donald P. Welles, Frank R. Elliott, 
retired president, Mrs. Kenneth V. Zwiener, Stanley G. Harris, chairman executive com- 
mittee, Albert W. Harris, retired president and chairman, Mrs. Stanley G. Harris, Kenneth 
V. Zwiener, president, Mrs. Frank R. Elliott, Mark A. Brown, retired president, Mrs. 
Burton A. Brannen, Donald P. Welles, senior vice president, Mrs. William O. Heath, Mrs. 
Hardin H. Hawes, and George S. Allen, vice president. 
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words “under God,” which Lincoln usec 
in his address when he delivered it, bu 
which were not in the two preliminar 
drafts. 


Among the estates of interest admin- 
istered by the Harris Bank was that co! 
Edwin Gordon Fox. He was an America 
engineer, hired by the Russians in the 
early 1920’s to assist in their first “five 
year plan.” As a result of this experi- 
ence he became convinced of the danger 





to our democratic institutions inherent 
in the communist philosophy. During his 
life he devoted a large part of his time 
to patriotic organizations, and in his 
will, executed in 1956, he contributed to- 
ward a continuance of such activity, with 
bequests to a number of organizations 
established to maintain and protect the 
American way of life. The residue of 
the estate was left to the University of 
Wisconsin Foundation 


“to aid and foster the education of 
the citizenry of our country, including 
her youth, in the considerations under- 
lying the formulation of the Declara- 
tion of Independence, the United 
States Constitution, and the Bill of 
Rights, and in the fundamental prin- 
ciples established by our forbears and 
incorporated in these documents, as 
constituting the essentials of a re- 
publican form of government, includ- 
ing a federal government of limited, 
delegated powers ... It is with the 
conviction that only through en- 
lightened leadership, fostered by 
sound education, can the trend away 
from individual liberty be halted, that 
this bequest is made .. .” 


A A A 


@ A practical Retirement Income and 
Stock Bonus Estimator has been devel- 
oped by General American Oil Company 
of Texas for its employees. A 9” x 4” 
ecard holds an insert which by sliding 
to the right monthly salary amount wi!! 
show the correct amount of retiremeni 
income (on one side) and the estimated 
value of stock (on the other side’ 
Figures are given for retirement incom: 
after 10 to 35 years of service, and fo 
stock after 5 to 30 years of particip: 
tion. 
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TRUST Business BiGGEst EVER 


Part 2 of Survey of 1956 Bank Reports’ 


66 HE PURPOSES OF THESE ANNUAL 

j poe states the 1956 annual 
report of National Bank of Commerce, 
San Antonio, are: 


“To make an accounting of our 
stewardship to our stockholders; 

“To acquaint those we are privi- 
leged to serve with the progress of 
their bank, its fitness to serve them, 


*See April T.& E., p. 409. 





and the manner in which we are con- 
ducting our affairs; 

“To familiarize the many other 
corporations, firms and_ individuals, 
to whom these reports are submitted, 
with our bank and with matters re- 
lating to San Antonio and the great 
trade area we serve; 

“To make available to our own per- 
sonnel the information concerning the 
bank to which they are entitled and 
in which they have a direct interest.” 


Similarly Trusts AND ESTATES at- 
tempts to present as much of a kaleido- 
scopic view of the trust departments of 
the country as can be obtained from 
the information given in annual reports 
regarding department progress and ser- 
vices. This material is presented here in 
tabular form, followed by comments on 
reports to employees and quotes on staff 
training. 





TABULATION OF TRUST DATA IN ANNUAL REPORTS 


Code: = Increase over last year; — = Decrease from last year; * = Record high. 
Figures before + or — revresent millions of dollars; figures after + or — represent change 
Gross Volume of Living Trusts 
Bank Earnings Personal Trusts & Agencies 
CALIFORNIA 
Pacific National Bank, San Francisco + * 35% + * 25% + 
CONNECTICUT 
Union & New Haven Trust Co. - + * + * 
GEORGIA 
Citizens & Southern Nat. Bk., Atlanta ___. + * 
INDIANA 
Citizens National Bank, Evansville — + * + 
Merchants Nat. Bk. & Tr. Co., Indianapolis + 
Second Nat. Bk., Richmond . at 12 + + 
MASSACHUSETTS 
Merchants Nat. Bk., Boston _ + ~ 
NEW HAMPSHIRE 
Amoskeag Trust Co., Manchester _..... 10 
NEW JERSEY 
County Bk. & Tr. Co., Paterson . _.......... 34 + 41% + 
Monmouth County Nat. Bk., Red Bank ____ + + 
Woodbury Trust Co. . Sree 6.5 + 
NEW YORK f 
Lincoln Rochester Tr. Co. ________ 340 + * 
First Tr. & Dep. Co., Syracuse — a + 
Lincoln Nat. Bk. & Tr. Co., Syracuse — + * os 
Merchants Nat. Bk. & Tr. Co., Syracuse —__ _ a + 
rir ie oe, Oe. Ce 5. 63 + 
County Tr. Ge., White Fisine. + 


from last year in % or millions of dollars. 


Estates & Pension & Common 
Will Trusts Profit Sharing Trust Fund 

+ os 

a 

+ + 

aa 

a 

~ + 

4.5 + 








Trend at Provident Trust Co., 
Philadelphia. 


1957 











Illustration with comments on trust services 


in First National Bank of Dallas report. 








Five-year growth (millions of dollars) at 


Lincoln Rochester (N. Y.) Trust Co. 
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Gross Volume of Living Trusts 
Bank Earnings Personal Trusts & Agencies 


Meadow Brook Nat. Bk., West Hempstead__ 
Nat. Bk. of Westchester, White Plains + 


NORTH CAROLINA 


ees ir Ci CMArIOtte 
Commercial Nat. Bk., Charlotte 
Durham Bk. & Tr. Co. Deis <3 
Wachovia Bk. & Tr. Co., Winston-Salem ___ 
Peoples Bk. & Tr. Co., Rocky Mount .- a BS 


OHIO 


ee. ES | 5 

Central Tr. Co., Cincinnati — : 

Fifth Third Union Tr. Co., Cincinnati ____. : +* 
First National Bank, Cincinnati 
Central Nat. Bk., Cleveland 
ESE, TE 0° 
Nat. City Bk., Cleveland __ 

Nat. Bk. of Lima —..- Ueto 5 RO 
First Nat. Bk., Mansheld ss 
First Nat. Bk. & Tr. Co., Steubenville —_. 
Ohio Citizens Tr. Co., aN + 
Seccne at, Ok. warren 

Union Sav. & Tr. Co., Warren __............ 

Dollar Sav. & Tr. Co., Youngstown 


OKLAHOMA 


First Nat. Bk. & Tr. Co., Oklahoma City ~ aa 
Liberty Nat. Bk. & Tr. Co., Oklahoma City-. 133 + 
First Nat. Bk. & Tr. Co., Tulsa 266 + 
Nat. Bk. of Tulsa - 


OREGON 
First National Bank, Portland eae [es 
th oe eat, ee, POrtine — + 


PENNSYLVANIA 
First Nat. Bk., Allentown __ sade 
Lehigh Valley Tr. Co., Allentown _ 
First Nat. Bk., Altoona 20.0 See 
Rewer neewr erue Co, + 
EE NR) 
Security-Peoples Trust Co., Erie... 
Dauphin Dep. Tr. Co., Harrisburg — 
Seokintiown Be. 6 Ir. Co, —_____ 
Farmers Bk. & Tr. Co., Lancaster 
Montgomery Norristown Bk. & Tr. re 
First Seneca Bk. & Tr. Co., Oil —. coe eran 34 + 
On Cate Nat. Bk. : i cos 35 + 
Fidelity- Philadelphia LNG oe ee ees 3.8 + 1,450 + + 
First Penna. Bkg. & Tr. Co., Philadelphia _ 3.8 + * 2,000 + 


++ 


uw 
a 
woe 


+4++++ 
| R 


+ + 
BS wbn 
+ | +4+4+4+4+4+4+4+4+ 
4 


ob 


++ 
+ 


+ 
3 


/O 


BROKE 
|++4+N+++++ 


Ve RO 
WONnnN 


Estates & Pension & Common 
Will Trusts Profit Sharing Trust Fund 
+ + 
+ 
+ + 
+ + 
+ + 
+ + 
+ + 
+ 
+ 
2.5 + 
+ 
+ 13+ 
+ + 
+ + 
117 + 
+. + 105 + 








Trust Department work is explained to local ministers at “Deller Savings & Trust Co., 

Youngstown, Ohio, by Robert L. Rosenberger, assistant secretary. The bank conducts 

tours for ministers, teachers and other groups as part of the business tour program spon- 

sored by The Industrial Information Institute. Guests spend most of the morning 

observing operations and then enjoy a luncheon provided by the bank and attended by 

three or four of its senior officers. This visitation program has been very well received 
by the groups participating. 
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en. Otisex paiidings a “si am Trin 
coausey nrst the Fedor) Rewrst Bank od New York. 








Feature in annual report of Chemical Corn 
Exchange Bank of New York. 
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Gross Volume of Living Trusts Estates & Pension & Common 
Bank Earnings Personal Trusts & Agencies Will Trusts Profit Sharing Trust Fund 


Frankford Trust Co., Philadelphia es 
Girard Tr. Corn Exch. Bk., Philadelphia —_ 4 1,700 + - a 
Liberty Real Est. Bk. & Tr. Co., Phila. —_ 200 + - 
3 Philadelphia Nat. Bk., Philadelphia 
: Provident Tr. Co., Philadelphia 

: See. Nat. Bk., Philadelphia 
Tradesmens Bk. & Tr. Co., Philadelphia —_. 300 
Commonwealth Tr. Co., Pittsburgh 114 
Fidelity Tr. Co., Pittsburgh... = 432 
Mellon Nat. Bk. & Tr. Co., Pittsburgh — 
People First Nat. Bk. & Tr. Co., Pittsburgh. 
Potter Bk. & Tr. Co., Pittsburgh —. 
Union Nat. Bk., Pittsburgh ___. 
Penna. Nat. Bk. & Tr. Co., Pottsville 
Berks County Tr. Co., Reading . 24 
Reading Trust Co. . Ee 
First Nat. Bk. & Tr. Co., Scranton + 
Third Nat. Bk. & Tr. Co., Scranton 09 + 33% 
First Nat. Bk. & Tr. Co., Waynesboro 
Miners Nat. Bk., Wilkes-Barre 
Western Nat. Bk., York 

Vouk i; €o;....... 


RHODE ISLAND 


Industrial Nat. Bk.. Providence 
R. I. Hospital Tr. Co., Providence 


SOUTH CAROLINA 
First Nat. Bk., Greenville - 
TENNESSEE 
Amer. Nat. Bk. & Tr. Co., Chattanooga 
First Nat. Bk., Memphis —__. 
First Amer. Nat. Bk., Nashville 
Third Nat. Bank, Nashville 
TEXAS 
Capital Nat. Bk., Austin + +. + fe 
i Amer. Nat. Bk., Beaumont 
: First Nat. Bk., Beaumont 
Mercantile Nat. Bk., Dallas : 
Republic Nat. Bk., Dallas 1.4 
Texas Bk. & Tr. Co., Dallas 
Fort Worth Nat. Bk. 
Nat. Bk. of Commerce, Houston 
Texas Nat. Bk., Houston G 
Frost Nat. Bk., San Antonio 
Nat. Bk. of Commerce, San Antonio 


VERMONT 
Proctor Trust Co. + 40% 


VIRGINIA 


National Bk. & Tr. Co., Charlottesville 

Peoples Nat. Bk., Charlottesville 

First Nat. Bk., Danville - = _ 
First Nat. Tr. & Sav. Bk., Lynchburg 15— 
Lynchburg Nat. Bk. & Tr. Co. 

Peoples Nat. Bk. & Tr. Co., Lynchburg 

Nat. Bk. of Commerce, Norfolk 

Seaboard Citizens Nat. Bk., Norfolk - 

Central Nat. Bk., Richmond 

State-Planters Bk. of Com. & Tr., Richmond 

Virginia Tr. Co., Richmond + * 
Colonial-Amer. Nat. Bk., Roanoke 

First Nat. Exch. Bk., Roanoke — 
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WASHINGTON 
Everett Tr. & Sav. Bk. 
Nat. Bk. of Commerce, Seattle 
Pacific Nat. Bk., Seattle ee + * 
Peoples Nat. Bk. of Wash., Seattle ; 
Seattle-First Nat. Bk. __ ; + * 
Seattle Tr. & Sav. Bk. = = + 37% 
“ee Nat. Bk. of Wash., Tacoma 


WEST VIRGINIA 
First Nat. Bk., Bluefield 
Fist Top Nat. Bk., Bluefield ~ 
First Huntington Nat. Bk. 
Wheeling Dollar Sav. Tr. Co. 


WISCONSIN 
Merchants & Sav. Bk., Janesville _.____. " 
| «© Morshall & Ilsley Bk., Milwaukee _____. 
._. Marine Nat. Exch. Bk., Milwaukee —_.. 
vor SOF :-st Nat. Bk. & Tr. Co., Racine 
s Security Nat. Bk., Sheboygan ————____ 
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EMPLOYEE REPORTING AND TRAINING 


MONG THE SPECIAL ANNUAL REPORTS 
A’ issued for employees, that of Amer- 
ican National Bank & Trust Co. of Chi- 
cago is notable for the excellence of its 
charts which are simple, clear and in- 
formative, yet have variety in the 
method by which they show pertinent 
facts. No separate sections for depart- 
ments are included, but in the illustrated 
pages headed “At Work” there are pic- 
tures of the stock transfer division of 
the trust department, and also part of 
the personal trust service unit. 


Trust Department assets of $340 mil- 
lion are quoted in Lincoln Rochester 
(N.Y.) Trust Co.’s Working Together 
in °56. The Statement of Condition has 
the commendable feature of explanatory 
paragraphs accompanying each dollar 
figure, and on another page a special 
fringe benefit chart dramatizes the 
amounts paid for separate items by 
drawings to illustrate the benefits. A 
section entitled “Advanced Education” 
reports on AIB and graduate banking 
courses taken by the employees. and 
states that the Company adopted a new 
policy in 1956; it has always assisted 
financially those taking AIB courses, 
but now has extended its aid to cover 
part of the tuition costs of those attend- 
ing institutions of higher learning after 
banking hours. Several people are work- 
ing for degrees under this plan. 


National Bank of Detroit, which 
formerly published a separate annual 
report for its staff, has this year joined 
the list of those who report through the 
medium of their house organ. The 
change was made in the hope of win- 
ning a wider readership. 


Education was an important subject 
in the reports for shareholders, as well. 
More than 75 included paragraphs about 
the recruiting and training of personnel. 
These are typical: 


“As a supplement to our many train- 
ing activities, we now have workshops in 
credits, operations, public relations, and 
supervision. A planned and more 
formalized approach to on-the-job train- 
ing has also been introduced. . .””’ —Cali- 
fornia Bank, Los Angeles. 


“Nearly 1,800 staff members enrolled 
in classes of the American Institute of 
Banking. In the area of management de- 
velopment 150 of the bank’s officers and 
more than 100 key non-officer personnel 
have attended a series of training work- 


shops utilizing the case method. . .” — 
Security-First National Bank, Los 
Angeles. 


“The Incentive Award Plan adopted a 
year ago has materially helped in build- 
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ing a stronger organization.” — Citizens 
National Trust & Savings Bank, River- 
side, Cal. 


“Nearly 25% of our total staff took 
(AIB) courses last year. We have estab- 
lished a Training Committee of senior 
officers of the bank charged with re- 
viewing our special training programs, 
evaluating their effectiveness, and sug- 
gesting new programs and improvements. 
Our special full-time training programs 
have been expanded. . . At the end of 
the year some 335 employees were en- 
rolled in these programs. . .” — Bank of 
America N.T.&S.A., San Francisco. 


“A formal training program, inaugur- 
ated during the year, is developing col- 
lege graduates for supervisory and offi- 
cer positions.” — Hartford (Conn.) Na- 
tional Bank & Trust Co. 


“In the interest of recruiting qualified 
personnel, we have developed closer rela- 
tions with local schools and colleges. A 
credit training program was instituted 

. a training director was appointed.” 
—Manufacturers National Bank, Detroit. 


“Over 70 officers and first-line super- 
visors attended training conferences. . . 
Our executive development program con- 


tinued to function smoothly. . . Improved 
techniques for the selection of new staff 
members were introduced. . .” — First 


National Bank of Nevada, Reno. 


“To supplement continuing staff train- 
ing programs—to which a weekly offi- 
cers’ conference has been added—we have 
under development a set of operating 
manuals. . . Under way also, by outside 
specialists, is complete revision of our 
77-year-old job evaluation and merit rat- 
ing system.” — Morristown (N.J.) Trust 
Co. 


“In 1956, we broadened our endeavors 
by initiating a program of support of 
business training at the graduate level.” 
—Bankers Trust Co., New York. 


“In addition to the training provided 
at the clerical level, the bank continues 
to provide a special training program 
for selected staff members and newly 
recruited college graduates. . . Still an- 
other phase is the assistance granted 
employees in furthering their banking 
education. During 1956 the bank paid 
600 tuition refunds. . .” — Chase Man- 
hattan Bank, New York. 


“In addition to the large number of 
employees participating in our junior 
and senior programs, 640 attended insti- 
tutions of higher learning in 1956, en- 
couraged by the bank’s liberal tuition 
refund plan.” — Chemical Corn Ex- 
change Bank, New York. 


“The recruitment of young men gradu- 
ating from college has been a major un- 
dertaking dating back to 1915. This year 
we recruited the largest number ever; 
87 are currently in training... We are 
constantly reviewing our staff and se- 
lecting those who have demonstrated 
leadership qualities for inclusion in our 


Pre-Supervisory Training Group. . . Our 
training programs have again includec 
a number of visitors from foreign banks 
. 44 young men from 24 countrie: 
joined us for varying periods.” — Firs 
National City Bank, New York. 


“Programs especially designed for Th: 
Hanover are conducted in managemen‘ 
development, human relations and busi 
ness correspondence. Financial assistance 
is provided for those who enroll in eve- 
ning courses related to banking, and a 
number from the staff are selected each 
year to attend summer courses in gradu- 
ate schools.” — Hanover Bank, Neu 
York. 

“We further developed and expanded 
employee recruitment and training pro- 
grams. . Tuition costs are paid for 
courses which will benefit employees in 
their careers at the Irving.” — Irving 
Trust Co., New York. 


“Psychological tests for applicants are 
now being used. .. A series of educa- 
tional meetings for bank personnel was 
conducted by each of several depart- 
ments.” — Liberty National Bank & 
Trust Co., Oklahoma City. 


“In addition (to A.I.B.) about 20 of 
our young men formed a study group 
conducted by our own officers. . .” — 
Dollar Savings & Trust Co., Youngstown, 
Ohio. 


“A separate staff training section has 
been added to the Personnel Relations 
Department. . . Programs range from 
on-the-job training for newer staff mem- 
bers to temporary assignments to senior 
positions in branches and Head Office 
departments for those who are training 
for more advanced senior positions.” — 
First National Bank, Portland, Ore. 


“Our work/college program is expected 
long-range to be one of our main sources 
of management material. . . In 1956 we 
enrolled a new class of 18 promising 
young men in this original alternate 
work and college attendance plan, and 
now have our first graduate from this 
six-year-long development program. . .” 
—United States National Bank, Port- 
land, Ore. 


“This (development) program includes 
on-the-job training, supervisors confer- 
ences, sharing or paying the cost of at- 
tendance at technical, undergraduate and 
graduate schools, conferences and semi- 
nars.” — Provident Trust Co., Philadel- 
phia. 


“A two-pronged personnel program 
was adopted, involving more intensive 
recruiting and improved employee bene- 
fits. . . The inducement for college grad- 
uates was based as formerly, on our 
management training course. . Close 
relations with secondary schools in the 
Pittsburgh area were continued in orde1 
to help maintain an adequate staff of 
clerical employees.” — Mellon Nationa! 
Bank & Trust Co., Pittsburgh. 


“In January the bank held its third 
annual two-day study seminar at Ken 
tucky Lake with all officers and key 
employees in attendance. . .” — Firs 
National Bank, Memphis. 
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By RALPH R. NEUHOFF 


CLASS 28: 


If a trust for a minor is contingent and not sure 
to occur, it is probably best to make a separate trust 
for each minor. This simplifies the draftsmanship of 
the will. 

On the other hand, where resources are limited in 
comparison to the needs and the trust is likely to be 
operative, then a so-called family purpose trust may 
better serve the purpose. See No. 28.3. This correlates 
with No. 28.2. In this case, the trustee is substituted 
for the parent and utilizes the funds as may be needed. 

Care should be exercised to see to it that the trustee, 
if it happens to be an individual who is also a parent 
of the beneficiaries, is not made taxable upon the in- 


Trust for a minor 


238.1 


If, at the date of my death, any child of my said son, A, 
shall be entitled to a share of my estate as above set forth, 
and shall be a minor under the age of twenty-one (21) years, 
then the share of any such minor shall not go to him or to 
her, but shall go instead to the Trust 
Company (or Bank), a Corporation, and 
its successors, In Trust, however, for the benefit of said 
minor in the manner set out below, that is to say: 


28.2 

All of my children are now under the age of twenty-one 
(21) years. If at the time of my death any of my children 
then living are under the age of twenty-one (21) years, I 
give, devise and bequeath all the rest, residue and remainder 
of my property, real and personal, wherever situate, and 
whether acquired before or after the execution of this Will, 
ae ee Trust Company (or Bank) and to its 
successors, In Trust, however, for the following purposes, 
to wit: 


Trust if any child under twenty-one years 


28.3 


if the Trust provided for by Clause of this 
Will shall come into existence, said TRUSTEE shall take pos- 
session of, hold, manage and control said property, and shall 
collect all rents, income, issues and profits thereof, and shall 
pay all costs, taxes and expenses of the Trust, including 
coinpensation ‘to said TRUSTEE, and, until the termination of 
suc Trust as hereinafter provided, the TRUSTEE shall ex- 


—_—_ 


Family purpose trust 





*The first edition of Mr. Neuhoff’s will clause system, pub- 
ished ten years ago, met with wide success and the many 
requests for a revised edition have led to a completely rewrit- 

*n and expanded version. Major chapters are being pub- 
ished serially in Trusts AND Estates, and the entire system 
vill be published by us in book form later. Editor’s Note. 
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ORIGINAL TRUST FOR MINORS 


come of the trust under Internal Revenue Code 1954, 
Sec. 678. However, Sec. 678(c) provides that Sec. 678(a) 
shall not apply to a power which enables such person 
(in the capacity of trustee or co-trustee) merely to 
apply the income of the trust to the support or main- 
tenance of a person whom the holder of the power is 
obligated to support or maintain except to the extent 
that such income is so applied. It would seem, therefore, 
that one should consider the possibility of utilizing a 
corporate trustee or an individual co-trustee who will 
have the sole power to make the application where one 
of the trustees is a parent obliged to support a minor 
beneficiary. 


pend and apply all, or such portions as may be necessary, 
of the net income of such Trust, and such of the principal 
of such Trust as may be appropriated or utilized under the 
encroachment provisions hereinafter in this Clause _ ’ 
set forth, for the education, support, care, medical and s surgi- 
cal attention, sustenance and welfare of my children. Said 
expenditure and application of income and of principal by 
the TRUSTEE may be made either: (a) directly, without the 
intervention of a guardian or curator, or (b) the TRUSTEE 
may utilize as an agent, and make such expenditures through, 
the person who may be the legally appointed and acting 
guardian of the person or curator of the estate of one or 
more of my children during minority. The TRUSTEE is au- 
thorized to compensate such person for services as agent 
and as guardian of the person or curator of such child or 
children in such amounts as, in his sole discretion, are con- 
sistent with the services rendered by such person and with 
the financial ability of the Trust. If the TRUSTEE shall also be 
the guardian of the person of one or more of my children, 
then such person as TRUSTEE shall nevertheless have the right 
to determine and pay to himself as agent and as guardian 
of the person reasonable compensation for such services. 

Any said net income not so used and applied shall be 
added to the principal of such Trust. In the event the net in- 
come of such Trust shall be insufficient to provide for the 
education, support, care, medical or surgical attention, sus- 
tenance and welfare of my children, said TRUSTEE may, from 
time to time, encroach upon the principal of such Trust in 
such amount as said TRUSTEE in his discretion may deem 
necessary or advisable for such purposes. Such encroach- 
ment on principal need not be made good from later income, 
but shall be and remain a general deduction from the prin- 
cipal of the Trust. 

Such expenditures of income and of principal need not be 
made equally as among my children, but shall be made 
according to the respective needs of each such child as said 
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TRUSTEE in his discretion may determine them to be, and 
such expenditures need not thereafter be equalized. 

Such Trust shall continue until all of my children shall 
have attained the age of twenty-one (21) years or shall have 
died without attaining such age and shall then and there 
cease and terminate. Upon said termination said TRUSTEE, 
after first making all proper deductions, including TRUSTEE’S 
commissions, shall transfer, convey, deliver and pay over, 
free from trust, the property then constituting such Trust 
funds as follows, to wit: 


Arrangement with widow for children’s support 28.4 


During the minority of my children, said TRUSTEE may 
arrange with my wife for the expenditure of such children’s 
portion of the income for their education, support, care and 
sustenance (including a fair proportion of the expenses of 
the household) and the written receipt of my wife for any 
such sums so expended shall be deemed conclusive evidence 
of the expenditure of such sums and of the necessity and 
propriety of such expenditures. 


28.5 


In the event that, by reason of the provisions of Clause 
SS ee of this Will, the share which would otherwise go 
to a descendant or descendants of a deceased son of mine is 
required by reason of the age of said descendant to go 
instead in trust to the TRUSTEE designated, then in any such 
event said TRUSTEE shall take possession of, hold, manage 
and control the property constituting said share with power 
to rent and lease the same, and shall collect all rents, in- 


Powers, introductory 


come, issues, and profits thereof as I might do, if living 
Said TRUSTEE shall also have such other powers, duties and 
immunities as are hereinbelow set out. 


28.6 


Whereas, I have hereinabove provided that in certain con 
tingencies portions of my estate may either be retained by 
TRUSTEES or go to a TRUSTEE or TRUSTEES because the person 
who would otherwise take said property hereunder is a 
minor under the age of twenty-one (21) years, now therefore 
said property shall in each case respectively be held by said 
TRUSTEES (or TRUSTEE, as the case may be) in a separate 
Trust and shall be held, managed and controlled in the 
following manner, that is to say, said TRUSTEES shall use and 
apply such portions of the net income derived therefrom and 
also of the principal as the TRUSTEES in their sole discretion 
may deem necessary, directly (without the intervention of a 
curator or guardian) for the education, care and support of 
said minor, any unexpended part of the net income to be 
added to the principal and reinvested until such minor at- 
tains the age of twenty-one (21) years or dies without attain- 
ing that age, in either of which events said Trust shall then 
and there terminate, and the corpus thereof shall vest in and 
be distributed to said minor free from Trust or, if said minor 
shall have died, it shall vest in and be distributed to the per- 
sons who may then be the next of kin entitled to receive the 
personal estate of such minor according to the laws of the 
RE then in force with respect to descent 
and distribution of personal property, and in the proportions 
provided by said laws. 


Powers if trust for minor is created 


CLASS 36: POWERS OF TRUSTEES—INVESTMENTS 


Usual procedure is to use language which purports to 
authorize any conceivable investment as is done in No. 
36.1. The courts will, generally speaking, construe the 
language in the light of the situation and hold the trus- 
tees to fairly strict account, on the theory that the testa- 
tor could not have meant what he said. If the testator 
will spell out particular classes of investments as is 
done in No. 36.7 the practical result will probably be to 
vest broader discretion in the trustees than is done by 
so-called broad powers, because in this case the court 
will be inclined to permit everything which has been 
specifically listed. 

The difficulty of drafting specific powers is such that 
in practice they are seldom used. When it is known that 
the trust will last only a short time, the use of specific 
powers is more feasible. With a professional trustee 
such as a trust company, little is gained by the specific 
power method and in general it should not be used in 
such cases. It may have some utility where inexperi- 
enced trustees are necessarily utilized. 

Excepting in states where the power of trustees as to 
investments is at least fairly broad, it is usually inad- 
visable to limit the trustees to so-called legal invest- 
ments. Therefore, some additional latitude is desirable 
in almost all cases. 

A trustee is required to convert non-legal investments 
into legal investments with reasonable diligence. See 
Annotation, “Right of trustee or guardian to retain 
unauthorized or non-legal securities held by testator or 
creator of trust,” 135 ALR 1528. A mere general direc- 
tion to “invest” is probably insufficient to broaden the 
trustee’s powers. See Annotation, “When will deemed 
to authorize investment of trust funds in non-legal in- 
vestments,” 99 ALR 909, particularly pages 917 to 920, 
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setting out general language from various wills and con- 
struing the same with implied limitations. 

A clause requiring the trustee to consult with others, 
such as No. 36.21, seems a natural enough provision, yet 
it should be used with caution and preferably not at all. 
The relationship of such an advisor is not clear. Since 
the “consultant” will probably not regard himself as 
liable in the way in which a trustee is liable, he may not 
give the matter the attention which it deserves. See 
Lawrence G. Knecht, “Trust Advisor: Boon or Booby 
Trap?” Trusts and Estates, October, 1955, p. 819. 

No. 36.1 confers broad powers. If the trust may ac- 
quire business real estate, the draftsman should use 
also No. 37.10, authorizing long term leases and leases 
to commence in futuro. The power to mortgage or pledge 
is not included in No. 36.1, since such powers are usual- 
ly not desired by testators. See No. 36.3 which does 
grant such powers. Clause No. 36.1 grants the trustees 
authority to “manage and control.” If such authority is 
granted by the clause creating the trust, e.g., No. 22.2, 
it is better not to repeat these words here. In such event 
the opening phrase would be as in No. 36.2. 

Where it is desired to authorize investment in oil, gas 
or mineral interests it will be well to insert after the 
words “real estate” in No. 36.2 the words “including oil. 
gas or other mineral interests.” 

No. 36.2 is intended to authorize participation in a 
common trust fund managed by the corporate fiduciary. 
(See also Nos. 36.17 and 36.18) See generally, Annota- 
tions, “Investment of trust funds in share or part of 
single security or group or pool of securities,” 103 ALR 
1192, and 110 ALR 1158. At this writing, all states ex- 
cept Iowa by statute authorize such investments, but it 
is wise to include specific authority where such invest- 
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ment is contemplated. The clause mentions so-called in- 
vestment trusts because investment therein might other- 
wise be deemed an unlawful delegation of the power of 
the trustee. 

Power to sell without security as in No. 36.4 might be 
Broad powers 


36.1 


The said TRUSTEES shall have full power and authority to 
manage and control the trust estate, and to sell, exchange, 
lease (for terms which may extend beyond the termination of 
the trust), rent, assign, transfer, or otherwise dispose of all 
or any part thereof upon such terms and conditions as they 
may in their discretion deem proper, and may invest and re- 
invest all or any part of the trust estate in such common or 


construed to be an implied power of appointment under 
the Federal Estate Tax. See I.R.C. Section 2041 and Reg. 
105, Section 81.24. The language dispensing with diver- 
sification is valuable and should not be omitted. See No. 
36.4. 


ties, investments or property or real estate, or in participa- 
tions or part ownership in any common trust fund managed 
or established by any bank, banking institution or trust 
company (including said Trust Company), or 
in what are commonly known as investment trusts or invest- 
ment funds, whether of the open end or closed end type or 
otherwise, and whether discretionary or otherwise, which 
said TRUSTEES in their absolute discretion may select or de- 








































preferred stocks, bonds, debentures, mortgages, deeds of termine, and may continue to hold in the form in which 
) trust, notes, or other securities, investments, or property received (or the form to which changed by corporate reor- 
which they in their absolute discretion may select or deter- ganization, split up or stock dividend, reorganization or 
mine, it being my express desire and intention that said other like occurrence) any securities or other property which 
TRUSTEES shall have full power to invest and reinvest the I may own at the time of we 4 death or which they may at 
trust funds as I might do, if living, without being restricted any time acquire hereunder, it being my express desire and 
to forms of investments which trustees may otherwise be intention that said TRUSTEES shall have full power to invest 
1 : + bow r ; : - and reinvest the Trust funds without being restricted to forms 
permitted by law to make, and without any requirement as ;, 8 . 
1 § to diversification of investments, and said TRUSTEES may con- of investment which trustees may otherwise be permitted by 
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Said TRUSTEES may invest and reinvest all or any part of Said TRUSTEES shall have full power and authority to man- 
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otherwise), rent, mortgage, pledge, assign, transfer or other- 
wise dispose of all or any part thereof upon such terms and 
conditions as they may see fit, and said TRUSTEES may invest 
and reinvest all or any part of the trust estate in such com- 
mon or preferred stocks, bonds, debentures, mortgages, notes, 
or other securities, investments, or property (including bene- 
ficial shares in any common trust fund maintained and man- 
aged by, and the sole TRUSTEE of which is, the said 
Trust Company) which said TRUSTEES in their absolute dis- 
cretion may select, and without any requirement as to diver- 
sification of investments. 


Broad powers including power to sell without security 
36.4 

The TRUSTEES of each Trust created hereunder shall have 
full power and authority to manage and control the Trust 
estate, and to sell, exchange, lease, rent, assign, transfer, or 
otherwise dispose of all or any part thereof upon such terms 
and conditions and with such security for deferred payments 
or with no security other than the credit of the purchaser, as 
they may in their discretion deem proper, and may invest 
and reinvest all or any part of the trust estate in such com- 
mon or preferred stocks, bonds, debentures, mortgages, deeds 
of trust, notes, or other securities, investments or property 
which they in their absolute discretion may select or deter- 
mine, it being my express desire and intention that said 
TRUSTEES shall have full power to invest and reinvest the 
trust funds without being restricted to forms of investment 
which trustees may otherwise be permitted by law to make, 
and without any requirement as to diversification of invest- 
ments, and the said TRUSTEES may continue to hold in the 
form in which received any securities or other property 
which I may own at the time of my death or which they may 
at any time acquire hereunder in accordance with the terms 
of this Will; and they may invest any part of the trust funds 
in property located outside of the State of 


36.5 


Said TRUSTEES are authorized to retain, in their discretion 
and so long as they deem the same a suitable investment, 
any property at any time received in trust hereunder; to sell, 
grant options on, lease for a period shorter or longer than 
the duration of this trust, exchange, transfer or convey any 
property held hereunder for such consideration and upon 
such terms as the TRUSTEES may deem reasonable; to borrow 
money for the benefit of the trust estate and mortgage or 
pledge assets of the trust estate to secure the repayment there- 
of; to invest and reinvest principal funds of the trust estate 
in such bonds, common or preferred stocks, notes secured 
by first mortgage or first deed of trust on improved real es- 
tate, debentures and other class or classes of property either 
real or personal, and in such relative proportions as the 
TRUSTEES may in their discretion determine and select, and 
in the exercise of such discretion the TRUSTEES shall not be 
limited to investments of such nature as are now or may at 
that time be legally authorized for the investment of trust 


funds. 


Broad powers including power to borrow 


Broad powers with enumeration 


36.6 


Said TRUSTEE shall have full and continuing power and 
authority to invest and reinvest any moneys or property at 
any time forming a part of the Trust estate in such securities 
and property as in its discretion it may deem appropriate, 
whether or not paying income currently, and shall not be 
limited in the making of such investments to the securities 
or property in which trustees are by law or any rule of court 
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authorized to invest trust funds. Without in any way limit- | 
ing the discretion of the TRUSTEE concerning such invest- | 
ments, the TRUSTEE is specifically authorized to invest in the 7 


following: 


(a) All forms of securities, including, but not by way of 


limitation, shares, stocks, bonds, debentures, notes, scrip, 


mortgages, evidences of ownership or evidences of indebted. | 


ness and certificates of interest issued or created in any part 
of the world by any corporation, association, partnership, 


syndicate, entity, person or governmental, municipal or pub- | 


lic authority, domestic or foreign, or any other property, real 
or personal. 

(b) The bonds, stock, notes, debentures, certificates of 
interest or participation in, or other securities of any invest- 
ment fund, investment trust or investment company. 

(c) Mortgages, deeds of trust, ground rents, or other 
similar interests in or liens upon property either real or per- 
sonal wherever situated, or participating interests therein. 

(d) The TRUSTEE may also in its discretion at any time 
and from time to time and to such extent as it may deem ad- 
visable, loan any uninvested funds then in its hands on call 
or on time upon collateral security consisting of any of the 
foregoing. 


Specified types of investments authorized 


Said TRUSTEES shall have power from time to time to in- 
vest and reinvest the money and other property belonging 
to said Trust (meaning as well any money directed to be 
separately accumulated if this Will directs any money to be 
separately accumulated) in the following classes of property 
hereinbelow mentioned, to wit: 

(1) In first mortgages or deeds of trust upon income- 
producing real estate in the United States of America, esti- 
mated by said TRUSTEES to be worth at least one and one- 
half times the amount of the loan; 

(2) In bonds secured by essentially first liens upon the 
property of railroad companies or public utility companies 
organized under the laws of the United States of America or 
one of the states thereof, provided that such securities be not 
in default and shall have been outstanding for at least four 
years prior to the date of purchase, and be listed on the New 
York Stock Exchange; 

(3) In bonds secured by essentially first liens upon real 
property of industrial corporations organized under the laws 
of the United States of America or one of the states thereof, 
provided that such security shall be listed on the New York 
Stock Exchange or on the American Stock Exchange, be not 
in default, and shall have been outstanding for at least two 
years prior to the date of purchase; 

(4) In dividend-paying cumulative preferred stock of cor- 
porations listed on the New York Stock Exchange or on the 
American Stock Exchange, provided that the same shall have 
been outstanding for at least two years prior to the date of 
purchase, and shall not be in arrears on its dividend, and 
provided that the earnings available for such preferred divi- 
dend shall, for the preceding two years, be at least one and 
one-half times the amount of such preferred dividend re- 
quirements ; 

(5) In common stock of any corporation listed upon the 
New York Stock Exchange, provided that such corporation 
has paid dividends out of earnings (but not necessari! 
earnings of the year in which paid) for at least four year: 
preceding the date of purchase; 

(6) In bonds, not in default, of the United States Govern- 
ment, of any state of the United States, or of any city © 
county in the United States having a population of 50,00) 
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eysons or more, or in any bonds or other securities guar- 
anteed by the United States or by any state of the United 
States; 

(7) In any common or preferred stock, or bonds, of the 
ee Company, or any successor or reorganization 
thereof; 

(8) In any other securities or investments in which trus- 
tees may at the time of such investment, under the laws of 
ae See oe , invest trust funds in the absence 
of any specific authority for such investment in the instru- 
ment creating the trust. 

Note: See explanation in introduction. This Clause is not 
suitable for small trusts. It is useful principally in special 
cases with individual trustees. A definition of “essentially first 
lien” should be added. See No. 36.8 Paragraph (7) would 


apply only where a testator is an officer or substantial stock- 
holder in a particular company. 


36.8 


The term “essentially first liens,” as used in the foregoing 
list, includes, by way of example and not by way of exclu- 
sive enumeration, the following classes of liens: 

(1) Where the lien is a first lien upon at least one-half of 
the value of the property covered by the lien, or in case of 
railroads upon at least one-half of the mileage or one-half 
of the value of the property, or both, covered by the lien, 
although said lien may not be a first lien as to the remainder 
of the property covered by said lien; (2) Where the lien is 
in fact a second lien, but the amount of the obligations se- 
cured by the first lien is so small in proportion to the total 
obligations secured and to the value of the security that a 
prudent investor would not, in the opinion of the TRUSTEES, 
regard the existence of the prior lien as seriously affecting 
the desirability of the bond. 

Note: This integrates with No. 36.7. 


Definition of “‘essentially first liens”’ 
y 


36.9 


It is the intention hereof to grant to said TRUSTEES full 
power to invest and reinvest money coming into their pos- 
session in such real estate loans, stocks, bonds, and securities 
as come within the classes above set out, which they may 
deem desirable and suitable for the investment of trust funds, 
without said TRUSTEES being restricted to a class of invest- 
ments which a trustee is or may be otherwise permitted by 
law to make. I recognize, however, that due to changed 
conditions other classes of investments, not mentioned above, 
may come to be regarded by investors as being equally de- 
sirable as the classes of investments named above. In such 
event | authorize said TRUSTEES to invest also in other classes 
of securities or property not mentioned above, provided that 
in the opinion of said TRUSTEES such other classes of securi- 


Other investments permitted 


ties or property are at the time of investment as well regard- 
ed by investors generally as any one or more of the above 
classes of investments are now regarded by investors. 

Note: This clause integrates with No. 36.7 and is intended 
to meet the objection that a specified list is not sufficiently 
flexible. It is used with specific powers such as No. 36.7 and 
not with broad powers such as No. 36.1. 

36.10 

Said TRUSTEES, in making investments, may rely within 
reason upon the authoritatively published statements of the 
earnings and financial condition of corporations as to facts 
commonly given in such statements, provided, however, that 
such corporations be listed on the New York Stock Ex- 
change or the American Stock Exchange at the time of such 
publication. 

In referring to the New York Stock Exchange or the 
American Stock Exchange, the reference shall mean as well 
any exchange or exchanges which may constitute, in the eyes 
of the investing public, the successor of said Exchanges, re- 
spectively, as now existing, or as hereafter constituted. 


36.11 


The requirements set out herein for investments refer to 
the time of acquisition thereof. Said TRUSTEES may continue 
to hold investments which I may own at the time of my 
death or which, although they comply with the requirements 
hereof when acquired, after their acquisition fail to continue 
to meet said requirements. 


Reliance on published statemen‘s 


Investments — retention 


36.12 


In exercising their judgment as to said investments, said 
TRUSTEES are requested to prefer safety over speculative 
value, but it is my opinion that, over a long period of time, 
carefully selected common and preferred stocks are more 
profitable than bonds, and for this reason such investments 
have also been authorized. 


Note: This is intended to go with specific powers such as 
No. 36.7, but might be adapted for use with general powers in 
order to encourage investment in stocks. 


Preference expressd for corporate stocks 


36.13 

Said TRUSTEES are authorized to continue to hold any stock 
or other securities in . Company or any successor 
thereto, which I may own at the time of my death, or which 
they may at any time acquire in accordance herewith, and 
to cooperate fully in the management and operation of said 
Company, and I expressly exonerate said TRUSTEES from 
any responsibility for any loss resulting from such retention. 
The inclusion of this provision for exoneration is for em- 
phasis merely, and I realize that elsewhere in this Will I 
have fully exonerated my TRUSTEES from responsibility for 


Retention of stock in family corporation 
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any action which they may take or refrain from taking with 
respect to the Trust assets, excepting only for willful bad 
faith, and it is not my intention by the foregoing provision 
in anywise to limit or interpret restrictively the generality 
of the other portions of this Will. 

Note: See other exoneration clauses in Class 49. 


Stock in family corporation — another form 36.14 


Said TRUSTEES may continue to hold in the form in which 
received, any securities or other property which I may own 
at the time of my death or which they may at any time 
acquire hereunder, including any stock, preferred or com- 
mon, or other securities issued by —_____. Company, or 
any successor thereto, or by any corporation, a majority of 
the voting stock of which is now or hereafter owned by said 
a ee Company, or any successor thereto, it being my 
expectation that so long as my family is directly or indirectly 
interested in said Company, or any successor, 
said TRUSTEES would desire to continue to hold such stock 
or other securities, without regard to other considerations, 
and for such action they shall not be questioned at any time, 
but said TRUSTEES shall have full power, as hereinabove pro- 
vided, to sell or otherwise dispose of all or any part of such 
stock or securities at any time. 


Note: This clause and possibly No. 36.13 may raise prob- 
lems under the Internal Revenue Code where an individual is 
a trustee or cotrustee and also an officer of the family corpo- 
ration. See I.R.C. Section 2041 and, by way of analogy, I.R.C. 
Section 675. 


Family corporation — shorter form 36.15 


Said TRUSTEES shall also have full power and authority in 
their unlimited discretion to continue to hold any stock or 
other securities of the ____________.Company or any successor 
thereto which they may hold as such TRUSTEES, and to co- 
operate fully in the management and operation thereof: and 
they are also authorized to sell any such stock or other 
securities of said Company if they, in their unlimited discre- 
tion, deem it advisable to do so, it being my intention that 
the retention or disposition of any such stock or other se- 
curities shall be subject to their unlimited discretion and 
judgment. 


Note: Clauses 36.13, 36.14 and 36.15 all may fall short of 
complete protection to a trustee who retains a large invest- 
ment in the family corporation. Possibly the only way to be 
sure that the trustee is protected is to direct that the stock be 
held unless certain named persons request in writing that it 
shall be sold. 


36.16 


If my TRUSTEEs shall receive, as a part of said Trust estate, 
stock, preferred or common, debentures or other securities, 
inued by _....__..__. Company, a —____. corporation, 
or any successor thereto, my TRUSTEES shall retain such se- 
curities, without regard to the proportion such securities may 
bear to the entire amount of the Trust estate, whether or not 
such securities are income-producing and irrespective of 
whether they are of the class or kind of securities now or 
hereafter ordinarily approved or held to be lawful for the 
investment of trust funds; provided, however, that my said 
TRUSTEES may sell or otherwise dispose of such securities if, 
in their sole discretion, to do so would be in the best inter- 
ests of said Trust, and I expressly exonerate said TRUSTEES 
from any responsibility for any loss resulting from the reten- 
tion of such securities. 

Note: See general exoneration clauses, Class 49. 


Direction to retain stock, with exoneration 


Investment in family business 


36.17 


They may use or invest any or all of said Trust estate, as 
part of the operating capital or otherwise, in any business in 
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which my son, A, may be personally engaged, whether a 
sole or part owner thereof. 


if 2 


Note: This is a highly specialized clause which would he d 
used only where circumstances called for it, and after care!ul 9 


weighing of its probable tax and other consequences. 
Investment powers to be liberally construed 


36.18 | 


Said TRUSTEES shall in no wise be bound to the selection | 


of securities or investments ordinarily considered as legal 
investments for Trust estates, it being my express desire and 
direction that the selection of the amount, kind and character 


of securities for the investment of said Trust funds, or the use ” 


thereof in any business, shall be, without equivocation, in the 
absolute, unlimited, and sole discretion of said TRUSTEES, 
Inasmuch as I desire to confer upon said TRUSTEES the same 
powers of investment or use of the funds of said Trust estate 
as I would have with respect to my own property, if living, 
the foregoing shall be given the broadest and most liberal 
construction possible. Said TRUSTEES may make and change 
investments from time to time according to their absolute 
discretion. 


Note: This clause represents a “valiant attempt” to exoner- 
ate the trustees with respect to choice of investments, but see 
introduction to this Class. 


Authorizing common trust funds 


36.19 | 


The TRUSTEE may also manage the Trust estate, or any part E 
thereof, through the medium of any commingled fund for 7 


Nace a Rt 


: 


i 


trust investment whether or not termed a common trust fund, 7 
which has been or which may be established and admin- | 


istered by and under the sole control of the _... Trust @ 
Company. 
Common trust funds — another form 36.20) 


Said TRUSTEE may invest all or any part of the Trust es- 
tate in beneficial shares or interests in any common trust 
fund established or administered by the 
Company, and in which the beneficial shares or interests can 
be held only by the _.___ _ Trust Company, as sole trus- 
tee, or by it and others as cotrustees, under wills or other 
written instruments, and which conforms to the Federal 
Reserve Regulations governing common trust funds. 


Trustee to consult others named 


36.21 
I wish my sister, as said TRUSTEE, when investing, to con- 
sult my brother, A, if living, or my nephew, B, (if said A 
be dead or unable or unwilling to act, and provided that said 
B is then living and available to act) as to the kinds of se- 
curities to be held, sold or bought from time to time. 
(To be continued) 








Panoramic mural in lobby of Bank of California’s new Oakland 
office portrays industrial development — mining, shipping, tran 
portation, agriculture, forestry, aviation, etc. — of the three 
Pacific Coast states served by the bank and in which it |:as 
played an important part. Viewing the more than 60-foot painting 
are (right) artist Robert C. Rishell and Robert H. Bolman, vice 
president and manager of the office. 
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as  PEVSIONS FOR SMALL value of the securities or other property All of these provisions are intended 
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ul § life insurance, then there are, in effect, 
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er to employer in excess of reasonable } 0.615 are feasible within the frame- ther Property aspects of the trust fund. 
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IGE | Any other transaction which effects Committee shall direct Trustee to 
ute diversion from trust to employer. make application for contract with 
Bi on recognized life insurance company. 
er- | 50 it is that employer would be well 


(b) Annual premium on such con- 
tract may not exceed one-half of pre- 
ceding year’s contribution on account 


see } advised to consider carefully the pru- 


dence of a transaction with its Trust. 





19 ~ The Revenue Service is willing to con- of current services only. 

art |) sider proposed investments of funds of (c) Rights of participant in trust’s 0 
for §) the Trust in the stock or securities of assets (including contract) shall not 

nd, |) the employer corporation. The proced- be expanded by virtue of acquisition 

vin- |) ures for applying for such an advance of such life insurance contract. How- 


ever, participant is given certain priv- 


‘ust |) determination letter are spelled out in ileges looking to protection of con- Trust DEPARTMENT 
' Rev. Proc. 56-12. 1.R.B. 1956-21. oi; tract in event Pension Committee de- 


20° However, even if a favorable ruling is termines for good reason not to pay 
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' herein expressed, however, is condition- 


can © ° add such proceeds to participant’s ac- 
sa ed on the purchase of such stock at a count (hence, proceeds are not appor- 
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obtain approval of a plan for two (the 
only) employees of a corporation who 
were also husband and wife and the sole 
stockholders. However, in this situation 
a limit was provided in the plan with 
regard to contributions for shareholders 
to the effect that contributions for all 
shareholders may not exceed $3,000 or 
50% of the aggregate contribution, 
whichever is the greater. It follows that 
until the employee roster expands, the 
effective limit for contributions for the 
subject stockholder-employees may not 
in the aggregate exceed $3,000. 


Relationship with Pooled Entities 
Many corporate trustees have recently 
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developed programs for pooling the in- 
vestments of plans adopted by their 
customers. The funds of our money-pur- 
chase plan could be invested through 
this pooled fund, if the Pension Com- 
miltee considers such investment most 
appropriate. Similarly, the Pension Com- 
mittee might direct the investment in 
mutual funds generally. 


Further, through affiliation with funds 
like the Cleveland General Trust (de- 
scribed in Trusts AND Estates, Dec., 
1956, p. 1098) a pooling of mortality 
experience with respect to retired lives 
could also be obtained. 


Why Not a Profit Sharing 


Plan Instead? 


It is conceded that there are many 
points of similarity between the money- 
purchase plan here being considered and 
profit-sharing plans. The question may 
therefore be asked: Why not avail our- 
selves of the chief advantage served by 
profit-sharing, to wit: there is no con- 
tribution necessary, unless profits are 
earned, and then only the appropriate 
portion of the profits is to be contribu- 
ted? Granted the aforementioned advan- 
tage at first impression (although the 
power reserved to amend the money- 
purchase plan prospectively partially 
compensates for this advantage) I be- 
lieve the money-purchase plan operation 
has the following counterbalancing fea- 
tures: 

(a) Past service can be considered 


to a far greater extent in a pension 
plan than in a profit-sharing plan. 

(b) The profit-sharing plan contri- 
bution is limited by statute to a sum 
equal to 15% of compensation other- 
wise paid (barring carry-overs); such 
a ceiling does not apply to retirement 
plans. 

(c) Boards of Directors, of small 
corporations especially, are frequently 
sensitive about making known to ‘em- 
ployees generally the results from 
operations. A profit-sharing plan (im- 
pliedly, at least) involves the divulg- 
ing of such results. 

(d) At times (particularly where 
loss carry-backs or carry-forwards are 
a significant factor) contributions may 
be desirable notwithstanding the ex- 
istence of a loss for any year. 


All of the foregoing factors have gen- 
erally dictated the desirability of adopt- 
ing money-purchase plan rather than 
taking the profit-sharing route. 


The Accountant’s Role 


It appears to me that the accountant 
is most advantageously situated to recog- 
nize the feasibility of pension planning 
for his client and to help guide his think- 
ing in this field. This advantage stems 


from the fact that the accountant is in‘i- 
mately familiar with the entity’s finan. § 


cial and tax problems, and therefore an | 
discern whether a plan is economice ly J 


possible. Further, in the smaller enier. 
prise, the accountant is also undoubted. 
ly familiar with the personal tax and 
financial structures of the corporation’s 
stockholder-executives, and can thereby 
ascertain whether a pension plan would 
help in the realization of the objectives 


of such stockholder-executives. Also. the © 
accountant’s objectivity and independ. | 


ence would permit him to counsel as to 
the type of plan which he considers to 
be most appropriate, inasmuch as his 
compensation is not predicated on 
whether a plan is adopted or, if adopted, 
whether it be an insured plan or not. 

It should be obvious, but neverthe- 
less it requires emphasis, that after the 


accountant has conceived the appropri- | 


ateness of a plan, and possibly has made 


some calculations with respect thereto 
and engaged in preliminary discussions 7 
with the principals involved, he should F 


then (if he has not done so theretofore) 
confer with counsel for his client who 
must draw the Retirement Plan and 
Trust Agreement. Conferences should 


also be had with the insurance advisors |) 
and bankers for the client in order to}} 
permit the client to make the ultimate |) 
decision predicated on a complete analy- 7 





sis. Nevertheless, though the discussions 
and conferences it has 
been one of our principal objectives 
throughout this discussion to point up 
the fact that pension planning can go 
forth without metaphysics, or other as- 
pects of occultism (like actuarial tables). 


A A A 


be extensive. 


Insured Pension Plans at 


Record High 


Insured pension plans in force in the 
United States at the beginning of this 
year numbered a record 20,780, accord- 
ing to a survey announced last month 
by the Institute of Life Insurance. These 
plans, representing an increase of 1,800 
in the year, covered 4,460,000 em- 
ployees, up 310,000. Actually, 2.400 
plans were initiated in 1956 but 600 in- 
sured programs were discontinued as 
the result of mergers, dissolutions and 
changes in method of funding. 





Group annuity plans accounted for 
the larger number of covered employees 
—2,495,000 under 4,160 deferred an- 
nuity type plans plus 1,115,000 uncer 
1,160 deposit administration group 
plans. However, individual policy pen- 
sion plans numbered 13,580 cover ng 
905,000 persons. 
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Trusteeship Around the World: 8 


TRUSTS UNDER SCOTS LAW 


HUGH MACNEE FRASER 


[Trustee Department Manager, The Commercial Bank of Scotland Limited 
Solicitor & Notary Public 


“Some o’ ye nicely ken the 
laws.” — Burns 


COTS LAW HAS NEVER PREVENTED A 
* corporate body from acting as a 
trustee. For many years bodies such as 
Universities and City Corporations have 
held and administered public funds. 
Since 1854 there are recorded examples 
of corporate bodies acting as executor 
and seeking a grant of Confirmation i.e. 
the administrative title of an executor 
to intromit with personal estate. (The 
equivalent in England. and in most ad- 
ministrations based on an Anglo-Saxon 
concept of law, is Probate.) So nothing 
in law prevented Scottish Banks from 
acting as executors and trustees when 
public demand—around 1917—exhorted 
them so to do. The Union Bank of Scot- 
land Ltd. (now amalgamated with the 
Bank of Scotland) took the lead at that 
time in procuring the requisite statutory 
or chartered powers. A similar manifes- 
tation in England, commenced in 1886, 
resulted in the Public Trustee Act of 
1906, and in procuring of authority by 
English Banks and Insurance Compan- 
ies. That Act is not applicable to Scot- 
land, which has no Public Trustee — an 
ofice of great importance in England 
and in Australia and New Zealand. This 
illustrates that there is a difference be- 
tween the laws and legal systems of 
England and Scotland, and in certain 
essentials they are fundamentally differ- 
ent. The development of the concept of 
the remunerated corporate trustee is of 
fairly recent origin. To a great many 
practising lawyers it is still anathema; 
nevertheless it has taken firm root and 
the active corporate trustees, whilst still 
unceremployed, are developing from a 
firm base. 

The author’s Bank sought the requis- 
ite powers by Royal Charter in 1925, 
and has thus only a quarter of a century 
or ‘hereabout of experience of Corpo- 
rate trustee work. But it has been a 
quarter century of strife, economic dis- 
tur)ance, sociological change and far- 
rea: hing scientific research and discov- 
ery. all combined to have tremendous 
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influence on the lives and works of the 
human race. 


All types of trusts have been en- 
countered: executries, testamentary 
trusts, inter vivos settlements, marriage 
settlements, pension and debenture 
trusts, but predominantly the work has 
centered around executries and _testa- 
mentary trusts. 


The six Scottish banks* all participate 
in Corporate trusteeship, but such work 
is still a relatively small part of over- 
all activity. The Scottish Insurance com- 
panies also act as Corporate trustees, 
but like the Banks, have tended to “play 
down” their authority and ability to so 
act. There are other small corporate 
bodies who can and do so act, but pre- 
dominantly the Trust corporation in 
Scotland is the Scottish bank. 


In volume, the grand total of trusts 
handled by Trust corporations in Scot- 
land is a minor one; but in quality they 
tend to be offered and to handle a good 
deal of the “cream.” 


Onerous Legislation 


Taxation in the United Kingdom to- 
day is such that it has become well 
nigh impossible for any man or woman 
to amass a fortune comparable with 
those made prior to the twentieth cent- 
ury holocausts. A man, (married with 
one child) earning £20,000 per annum 
is left after taxation with some £5,000 
to spend. A person leaving £1,000,000 at 
death, bequeaths to his Executors the 
formidable task of realizing £800,000 
from his funds with which to pay death 
duties without killing the market. So a 
great deal of brainwork, time, energy 
and ingenuity has been directed towards 
methods of ameliorating taxation in all 
its forms. Various forms of trust are 
used, not the least important of which 


*Bank of Scotland, Royal Bank of 
Scotland, British Linen Bank, National 
Bank of Scotland and Commercial Bank 
of Scotland, Ltd.—all of Edinburgh — 
and Clydesdale & North of Scotland Bank 
—Glasgow. 





Mr. Fraser 





are inter vivos and marriage settlements, 
and pension and insurance trusts. 


The rule relating to gifts and settle- 
ments (which assesses to Estate Duty 
most gifts made within five years of the 
donor’s death) has been circumvented 
in a number of ways, and has caused 
an increasing number of worthy citizens 
so to settle their wealth in family trusts 
as to minimize family taxation for as 
long as possible. Banks have been, as 
trustees, one of the main beneficiaries 
of this trend. 


Marriage Trusts, which had gone out 
of fashion prior to the Second World 
War, have again become popular (albeit 
in a less restrictive manner) because if 
made in contemplation of marriage, a 
gift or settlement is free of death duties 
on the death of the donor, however soon 
thereafter the donor dies. Marriage, in 
Scotland, is an onerous consideration. 


This trend of penal fiscal policy has 
highlighted the great importance of 
savings which are granted, in whole or 
in part, exemption from taxation. Pen- 
sion trusts form the major contribution 
in this field and as these have virtually 
endless life they quite naturally call for 
a trustee with continuing, viz. corporate, 
existence. Insurance trusts, if taking the 
form of nominated policies in trust, have 
certain tax advantages. The Corporate 
trustee is often appointed in such polli- 
cies. 


Part of the borrowing facilities of in- 


509 





corporated companies takes the form of 
a Debenture over assets for the protec- 
tion and security of the lenders. It is a 
common practice to appoint a Trustee 
for the Debenture holders (lenders) and 
the success of a Debenture issue may be 
influenced largely by the choice of trus- 
tee. Commonly Banks and Insurance 
Companies are chosen. 


The present is then a time, as it were. 
of diminishing returns, because estates 
are tending to become smaller and quan- 
tity has become as important as quality. 
Unless prosperous people are prepared 
reasonably early in life so to regulate 
their affairs that their fortunes do not 
pass in large measure to the state, there 
will be few large trust administration- 
in future; though by the spreading of 
“wealth” (comparatively speaking) over 
an increasingly larger number of people, 
the opportunities for small and medium 
executries and trusts are also increasing. 


Planning — Consultation 


Planning with the intention of build- 
ing up businesses and preserving one’s 
estate from the penal inroads of taxation 
has become very important. It is in this 
sphere that the author visualizes the 
growing influence, in Scotland, of Cor- 
porate trustees. 

The lawyers and accountants in Scot- 
land, in private practice, are heavily 
concentrated in Edinburgh, Glasgow, 
Dundee and Aberdeen, and thinly spread 
over the rest of the country. Thev have 
two things in common, however, where- 
ever they may be,— a superfluity of 
work allied to a shortage of skilled staff, 


and a great difficulty in keeping abreast, 
not so much with general law, as with 
changes in fiscal legislation. 

In no sense does the Corporate trus- 
tee seek to supplant the members of 
either profession, but it has a definite 
place in the general scheme of planning 
and consultation. Indeed whereas a 
practitioner, as a general rule, can offer 
advice and service in his own subject 
only (be it law, accountancy, or allied 
work) and, sometimes in a narrow part 
of that field, the Bank or Insurance 
Company acting as a trustee can offer a 
great deal. In most of such large institu- 
tions there are lawyers. accountants and/ 
or actuaries, invesiment specialists, in- 
come tax and other experts. These added 
to the normal competent banking /insur- 
ance personnel, offer a comprehensive 
team of advisors particularly in an era 
of economic stress and ou'pouring of 
regulations, state planning and so on. 

It appears to be logical that the fu- 
ture of the Corporate trustee in Scotland 
will be very largely concerned with Bus!- 
NESS CONSULTATION, in which it will 
play, along with other advisers, an in- 
tegral part. And in so far as such con- 
sultations result in Trusts, Executries 
and the administration of family incor- 
porated businesses and supervision ot 
investments, the Corporate trustee will 
have a large part to play. It is suggested 
that no business man could be served 
by a better team of advisers than that 
comprising his lawyer and his account- 
ant working in close harmony with a 
Bank and/or Insurance Company. 

In the past it has not been the policy 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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of the Scottish Banks actively to seek 
for Trustee and ancillary business. But 
at a time when banking business as such 
is being hampered by restrictive meas- 
ures, more active seeking of remunera- 
tive ancillary work is called for. The 
Branch system of the six Scottish Banks 
provides a network totalling 1,727 and 
averaging one branch per each 2,900 of 
population. Almost every glen and island 
is catered for. 


It gives a business service which no 
other type of institution can hope to 
emulate. And it is an informed, trained 
and active service, having its own nerve 
center, greatly exceeding in capacity and 
potential any other form of professional 
service in the land. With the cumulative 
knowledge and experience gained of 
divers trades and occupations, the Bank 
can originate, give volition to forward- 
ing-looking measures in all spheres of 
business administration and _ taxation 
planning—too often synonomous terms 
in the U.K. today. 

One finds many persons with practi- 
cal business “know how” who _ need 
guidance on administration; and many 
skilled craftsmen who cannot cope with 
the problems of a “boss.” In the past 
the Branch Managers of the Banks (of- 
ten Solicitors or Accountants in their 
own right) were able to give the requis- 
ite guidance. But in a modern economy 
neither the average Branch Manager nor 
the local Solicitor or Accountant has the 
time or the specialized training to cope 
with other than straightforward prob- 
lems. The Bank fills the gap by having 
a consultative service. And so it will 
assuredly attract long-term Trust ad- 
ministrations and Investment 
ments. 


manage- 


Link Up With Overseas 


When dealing with the administration 
of overseas assets a Scottish Corporate 
trustee is wont to employ its opposite 
number in the country where these as- 
sets are located. So experience has been 
gained by the author’s Bank of appoint- 
ing inter alia American and Canadian 
companies,. Far Eastern Banks, and 
others as its attorneys in executries and 
trusts. 

The Scottish Banks, in turn, are pre- 
pared, willing and skilled, to act as At- 
torneys for clients in U.S.A., Canada 
and elsewhere, in the matter of assets in 
Scotland and England. Such services are 
not expensive. Indeed it may be of in- 
terest to readers to learn that the fees 
of Scottish Banks when acting as Execu- 
tor rarely exceed 2% of the gross total 
of the estate, and are normally lower. 
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Head office at Edinburgh for the 446 branches and sub-branches of the Commercial Bank of 


Scotland. 


Investment Practices 


One of the most important functions 
of any Trustee is the management of the 
investments of the Trust. In Scotland, 
unless the author Trust Deed grants 
wider powers, a trustee is restricted to 
those investments authorized by the 
Trusts (Scotland) Act 1921. That au- 
thorization is sadly out of date because 
of sociological planning which caused 
“nationalization” and because of the 
granting of independent statedom to In- 
dia and Pakistan. 


The tendency in new Trusts is, how- 
ever, for the Trustee to be granted con- 
ventional powers of investment, often 
(at least in the case of Banks) of an 
unfettered nature. For some years now 
a great deal of discussion has taken 
place on the question of widening the 
statutory investment powers of Trustees 
but, except in the case of certain Chari- 
table Trusts, no legislative action has 
been taken. 


The American “prudent man” rul2 
has been advocated as has also that of 
the “common fund” widely adopted in 
U.S.A. and in New Zealand. But as yet 
the nearest approach to the latter is the 
Unit Trust, investment in which requires 
specific authorization in the author 
Deed. To some extent there is opposition 
to the “common fund” principle on the 
fundamental ground that a Trustee can- 
not delegate his/its powers and duties. 

Delegation is, of course, a general 
feature in the business of a corporate 
Trustee in Scotland, firstly through its 
own officials, and secondly, in the em- 
ployment of professional advisors. Al- 


| though most Scottish Banks employ law- 
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yers and other specialists on the staff 
they nevertheless do not, as a rule, carry 
out the legal business of the Trusts ad- 
ministered by them. They employ solici- 
tors (usually the family lawyers) to do 
this, just as they employ auditors, stock- 
brokers, valuers and the like. 


The Incorporated Guardian 

Nor do they buy and sell property, 
nor prepare Wills. But they handle all 
the financial, accounting and general 
business of the Trusts under their 
charge. And, perhaps what is more im- 
portant they neither delegate decision 
nor responsibility; but they guarantee 
the sanctity of the Trust funds. 


It may be of surprise to readers to 
note that in Scotland, a Corporate trus- 
tee is not entitled to act as a Custodian 
Trustee nor as an administrator of In- 
testate estates, nor as a curator-bonis for 
an incapacitated person, nor as a Trus- 
tee in bankruptcy. It is all the more in- 
teresting to remark, therefore, that the 
Corporate Trustee does act as Trustee 
for, and guardian of, young folk under 
twenty one years of age. 


The author’s Bank has carried out a 
number of interesting guardianships, 
quite a few of which have progressed— 
not uneventfully — through schooling, 
university, and business placement, to 
marriage; and to a marriage settlement 
destined to make the Bank guardian de 
futuro of the children (and maybe 
grandchildren) of the erstwhile ward. 
So from generation unto generation the 
Bank, as a Corporate trustee having 
continuing life, may act as guide, philo- 
sopher and friend to the same family 
group. And in doing so it has proved 
that no human touch is forfeited by 
the appointment, as Trustee. of a Cor- 
porate body. 


& 4 & 


@ The fifth annual Illinois Bankers As- 
ciation school for the development of 
junior executives meets September 3-13 
at the University of Southern Illinois, 
Carbondale. 


The faculty is made up of 36 promi- 
nent Illinois bankers in addition to top 
faculty members of the University. C. 
A. Webber, president, Champaign Coun- 
ty Bank & Trust Co., Urbana, will teach 
the Trust Department course. 
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ASSETS OR PEOPLE? 
(Continued from page 434) 


lems and questions before going into 
our plans and requirements. Often we 
can thus get much needed data without 
asking for it and have a valuable oppor- 
tunity to sense family feelings, the prob- 
able level of sophistication in estate mat- 
ters, and other background that can help 
us to do an effective job for those par- 
ticular individuals. 


Can we give them anything? There 
is a symbolic value in giving something 
tangible be it a business card, a packet 
of addressed stamped envelopes for 
sending in bills and dividend checks or 
even a folder for filing their copy of 
the will, future correspondence and 
papers regarding the estate. The writer’s 
bank has prepared a booklet explaining 
the steps taken in estate administration 
in non-technical terms which has proved 
helpful in many instances. 


But most important of all, let us not 
forget to talk and act naturally. Every- 
one is more at home with a real person 
than with an act. 


The Early Days 


We all know that it is often better 
not to try to make too much progress in 
the first interview. The family usually 
likes to get to know us and get adjusted 
to the situation without the feeling that 
the driver is trying to get the car into 
high gear as soon as the engine is 
started. 


One of our first actions should be to 
make sure that the family has enough 


money for their immediate needs. As 
soon as we have sufficient preliminary 
information, we should deal with the 
two great questions, sometimes unspoken 
but almost always present (1) How 
much? and (2) When? 

If we try, we can usually make up a 
conservative estimate of the income 
which will be available and the value 
of the residuary estate a good deal soon- 
er than most of us do. Narrowing the 
area of uncertainty and giving some spe- 
cific information, even with appropriate 
reservations, will often greatly help the 
morale of the beneficiaries. 

The importance of setting up, inform- 
ing the family about, and meeting a 
timetable for settlement of the estate is 
discussed under (9) above. It might be 
well to consider this for the agenda of 
the first interview. The shock of con- 
templating an administration of a year 
or more is far less if the family has not 
already decided that six months is a 
reasonable expectation. 

Most people know very little about 
trust department operation. Most people 
like to know how their affairs will be 
handled and to feel that they have a team 
working for them. We should mention 
at an opportune time the specialists that 
will be helping us in settling the estate, 
our Investments, Tax, Real Estate and 
Accounting Departments and the others. 
Do we introduce the heads of these divi- 
sions or the people in them who will be 
working with us as often as we should? 
How about our secretary? It gives her 
stature in the eyes of the interested 
parties and thus helps her to serve them 
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better when they call during our ao. 
sence. 


The early days are certainly the time 
to emphasize the value of the lawyer's 
services and have the family meet hin 


Finally, we all keep our beneficiaries 
informed on the estate’s progress hy 
letters, interim statements and other 
means. It adds to the value of these ac- 
tions if the family is told well in ad- 
vance when the statements will come, 
when income will be paid, that no bills 
will be paid or investments bought or 
sold without the co-executor’s approval. 
Early discussion of such procedures can 
allay worries before they arise. 


Promotional Possibilities 
Avoiding criticism and taking good 
care of our customers are worthwhile 
objectives but can we not go a step be- 


yond this and lead them to a realization | 


of what a good job is being done for 
them? It is gratifying to gather an 
occasional bouquet either spoken or, 
sweeter yet, in the form of appointment 
under the wills or deeds of trust of the 
persons with whom we deal. 

As professionals who are supposed to 


do a good job, we should not expect 
many compliments and we certainly 


should not overtly seek them. But let us |) 


not hide our light under a bushel. Let 
us emphasize in a non-boastful way how 
we do a better job than would be ex- 
pected of most individual executors. For 
example: 


Do the beneficiaries know that we are 
holding income undistributed so that it 
will be taxed at a lower rate in the es- 
tate than it would be if paid to the 
beneficiary entitled to it? Do they know 
of our deliberations as to whether com- 
missions and counsel fee are to be taken 
as income tax or estate tax deductions 
and in what tax year they should be 
paid for the maximum over-all benefit? 


Are the interested in the 
estate of the constant research 
and study which underlie our recom- 
mendations investments? Have we 
sent them a copy of our analysis of the 
fire, burglary and liability insurance 
coverage of the decedent? Do they 
realize the wealth of experience that lies 
behind the arrangements we make in 
obtaining appraisals of unusual assets 
or arranging for their liquidation or 


persons 
aware 


on 


helping pick a good nursing home (or | 


the elderly aunt? When we introduced 
them to the real estate officer, did we 
tell them of the wide background in the 
field of. property management  '1¢ 
brought to their problem? 
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Estate Settlement Schedule at Girard 
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able tax records kept for each estate 
and the many other services which are 
often taken for granted by the public. 
We can also keep in our minds and re- 
flect in our words and actions the con- 
cept of our performance as that of a 
team which will never be interrupted for 


| long by sickness or death. 


Often a well-typed schedule or a re- 


) port in a good binder will unobtrusively 
‘call attention to the thought and ex- 


perience contained in the material pre- 
sented. Often the covering letter can 


at Bucknell University, Lewisburg, have 
been announced by William E. Abel, 
director of the School, and vice presi- 
dent and trust officer, Barclay-West- 
moreland Trust Co., Greensburg. 


The complete course consists of 30 
hours of lecture-type classroom instruc- 
tion. Four hours will be given on: func- 
tions of a fiduciary, relationship with 
related groups, and structure of the 
trust department. Two and_ one-half 
hours will be given on: docket record 
or journal, diary, trust file, central file, 


ous types of securities and character- 
istics of each and business interests; 
and addressograph systems. 


Eight hours will be required to com- 
plete Real Estate and Mortgage classes 
which cover: title search, appraisals, in- 
surance coverage, inspection and re- 
ports, sales — private and auction, 
leases, insurance, taxes, maintenance and 
repairs, and records. 


Vault Procedure classes will require 
four and one-half hours and cover: 
transfer of securities, nominee registra- 
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Newspaper and Magazine Advertising 


“Before you select a friend or rela- 
tive to settle your estate, or before you 
agree to assume that responsibility for 
someone else, you will want to consider 
what is involved,” advises an ad of 
First Trust Co., St. Paul. The ad lists 
28 duties of executors and then com- 
ments, “The foregoing is a mere out- 
line of an executor’s duties and responsi- 
bilities . . . the administration of an 
estate is no light task to be imposed on 
the inexperienced; it is work for an 
expert.” 


“All visitors ashore!” The familiar 
cry rings out as an executive of City 
Bank Farmers Trust Co., New York, 
says goodbye at the gangplank to some 
“happily excited travelers, an out-of- 
town couple, (who) are off for a long- 
anticipated, leisurely tour of Europe.” 
The text points out that their portfolio 
will meantime be managed by the Trust 
Co. This ad was given national scope, 
particularly in The Ivy League alumni 
magazines, U. S. News & World Report, 
The New Yorker, and the New York 
Times Magazine. Other recent ads from 
this trust institution included one dis- 
cussing how pension and profit sharing 
plans “like production and distribution 
methods, do become obsolete”, and an- 
other which pictured three gentlemen 
— banker, lawyer and merchant chief— 
“creating something of value”, a living 
trust for the benefit of the retailer and 
his family. 

“Conserving our inheritance” is pic- 
tured as a musician conserving the 
values of famous compositions by her 
skilled playing in an ad of Boston Safe 
Deposit & Trust Co. The ad points out 
how the trust company has conserved 
for New England families their inherit- 
ance of investments and property. 


“The law permits the executor of 
your will to recover, from the bene- 
ficiary, proceeds of your life insurance 
to pay part of the Federal estate tax,” 
comments Commerce Union Bank, Nash- 
ville, in a recent ad. Since you may not 
want this to happen, make sure your 
attorney writes the proper provision in 
your will. 


“The sooner you buy life insurance 
the better” advises First National Bank, 
Birmingham, in an ad that develops 
three of the reasons in a paragraph each 
and pictures the family discussing the 
subject. 


“You can build it overnight,” says a 
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ON THE PUBLICITY FRONT 


Houston Bank & Trust Co. ad reassur- 
ingly in speaking of an estate. “Un- 
fortunately, even work and thrift seldom 
result in an estate that will produce 
income sufficient to support a family, 
under today’s conditions. But when you 
invest in an adequate life insurance pro- 
gram, you are laying the groundwork 
for what can become a substantial estate 
overnight.” 


“More than any one man ought to 
be allowed to know” was Mark Twain’s 
estimate of what a Mississippi pilot 
needed to learn. Fiduciary Trust Co., 
New York, paralleled this with the 
assertion that to steer invested funds suc- 
cessfully through modern economic, 
technological and social currents may 
require more than any one man ought 
to be allowed to know. 


“Estate taxes can and must be mini- 
mized”, observes Huntington National 
Bank, Columbus, in an ad which dis- 
cusses “today’s frighteningly high estate 
taxes.” The ad offers a free estate an- 
alysis as the “first step in_ estate 
planning”. 


“Required reading for your banker 
. . . Rewarding reading for you, too” as 
presented in a recent Marine Midland 
Trust Co., New York, ad, is the mass of 
company annual reports that become 
available at this time of year. “In the 
pages of these reports, business leaders 
set down the essence of their thinking, 


planning and accomplishment . . . in- 


formation about products, markets, 
strategy and research—information help. 
ful to your business . . .” 

The advertisements of two corporate 
fiduciaries received favorable mention 
in the March 1957 Unauthorized Prac. 
tice News. One is Fort Worth Natienal 


Bank, cited for its ad likening the skill J 


of the gem cutter in transforming a 
rough stone into a brilliant gem to that 
of the attorney who prepares a will that 
safeguards the family’s future and 
carries out to the letter the wishes of 
the testator. 


The other comment referred to an ad” 
by First National Bank, Dallas, which? 
pictured several shelves filled with books, ’ 


pointing out that there was “Nothing 
There But Laws”. This ad says the laws 
were made to protect the public, “But 
unless you use the services of a lawyer, 
they may fail in their purpose 
Select your attorney with care and get 
his advice.” 


Billboards 


“Ts your will up to date? See yourh 


attorney!” advises an outdoor billboard 


ad in current use by Republic Nationalf 


Bank, Dallas. The ad carries a picture 
of the bank and marks the beginning of 
a series of billboard trust ads to be 


sponsored by this institution. The new) 
type of advertising was announced to! 
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\ WALL We 10 DATE? 


Inspecting an outdoor, 24-sheet poster board used in a current program by the Republi) 

National Bank of Dallas to advertise its trust services, are, left to right: George J. Watts 

vice president in charge of Republic’s Advertising and Public Relations Department; 2. B 

Ferguson, vice president and trust officer, and R. J. MacBean, vice president and senio 
trust officer at Republic. 
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in- 

= back concluded, “It is hoped this mes- 
Ip- sage. The brief communication on the 
back concluded, “It is hoped this mes+ 
sage will prompt many readers who have 
been dilatory in this matter to see their 


ttorneys.” 
ac- a" a 


nal § Forums 


‘ill More than 150 ladies attended the 
48 tenth semi-annual Financial Forum for 
iat | Women sponsored by American Security 
hat & Trust Co., Washington, D. C. The 
‘N¢§ subjects, presented by officers of the 
°'§ Company on four successive Mondays 
‘in March, were: Your Banking System; 
ad | Investing in a Home, Mortgages or In- 
‘ich ¥ come Real Estate and Summary of Tax 
ks, } Return Requirements; Investing in 
‘ing | Stocks and Bonds; and Wills, Trusts and 
aws § state Planning. 

But 


yer, 





The first finance forum for women 
}sponsored by First National Bank, Chi- 
- ‘cago, was held on April 29. Speakers in- 
Bh cluded Rollin B. Mansfield, vice presi- 
ident, on estate planning, and Waid R. 
) Vanderpoel, trust officer, on investments. 
}0f the 450 women present, one-third 
'were guests of customers. 


» A two-session forum sponsored by 
\ Franklin National Bank, Franklin 
Square, N. Y., on May 14 and 21, fol- 
lowed the theme “How to Make Both 
} Ends Meet”. These forums are designed, 
) president Arthur T. Roth said, “to set 
cus) Up family money management and to 
‘create both a spending and a savings 





“prog ; 2 
mes) pattern.” The first session will include 
the talks by Mrs. Irma S. Robins, public 


—f relations officer, on “Personal Money 
Management and Savings” and by James 
\J. McCann, Jr., C.L.U., on “Life Insur- 
vance and Social Security”. Robert Falt- 
|ings, trust officer, will address the second 
jsession on “Planning Your Estate and 


' Your Will.” 


Mrs. Alice B. Morgan, financial quiz- 
winner of TV fame, made a great hit 
at three forums in North Carolina. On 
March 11 she addressed an audience of 


" 1,000 sponsored by High Point Savings 








Pt coeanaael 


& Trust Co. Two days later she spoke 
jto a forum of 350 ladies, conducted by 
‘Citizens National Bank, Gastonia, and 
in the evening addressed 250 men at a 
dinner meeting. The 79-year-old expert 
recommends that young people buy 
)jstocks with promise of growth and older 
people place emphasis on stocks that 
give them added income. 














pA; meeting of the Progressive Business 
{Wom- n’s Club — with 125 people in 
atten ance — was entertained on Feb- 
ruary 20 by the Trust Department of 
United States National Bank, Portland, 


Ore. After a cocktail hour, dinner, and 
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Rollin Mansfield addressing First National Bank of Chicago Women’s Forum. 





entertainment, a trust forum was con- 
ducted by officers of the bank, who spoke 
on wills and estate taxes. 


Two recent women’s finance forums 
were sponsored by the Greenville Bank 
& Trust Co. and the Peoples Bank, 
Indianola, both of Mississippi. The fea- 
tured speaker at both meetings was Mrs. 
Ruth Sherrill, vice president of First 
National Bank, Memphis, whose sub- 
ject was “Women and Money”. 


Booklets 


Impressions of the United States Trust 
Company of New York offers the reader 
on facing pages reproductions of recent 
advertisements and brief paragraphs of 
the business philosophy which lies back 
of them. Although the entire booklet 
deals with investment, some aspects are 
directed more to the men, some to the 
women, and one page to philanthropical 
institutions. As president Benjamin 
Strong said in the brief introduction, 
the Company and its services “are not 
easily portrayed in a single booklet. 
We feel we have, however, caught cer- 
tain aspects of our work for use in ad- 
vertising.” 

“The Common Trust Fund” sets forth 
for customers and prospects the purpose, 
method of operation, and tax status of 
the common trust fund recently in- 
augurated by First National Bank, Jack- 
son, Mississippi. The six page booklet is 
pocket size and can be picked up at the 
bank or serve as a mailing piece. 


“Behind your Man from Mercantile” 
describes a number of the specific serv- 
ices offered by Mercantile Trust Co., St. 
Louis, to its correspondent banks. These 
services, outlined in a 20-page illustrated 
booklet, range from operating services 
and “industry know-how” to corporate 
and personal trust services and participa- 
tion in the bank’s Collective Investment 
Fund for employee pension and profit 
sharing plans, or its Correspondent Bank 
Group Insurance Plan. 


“American Industry” contains 48 
pages of full color ads used by First 


National City Bank of New York in a 
series which originally appeared in na- 
tional magazines and was three times 
named by the Saturday Review of Liter- 
ature as “one of the truly distinguished 
advertising campaigns in the public ser- 
vice.” After a brief introduction about 
the bank and its staff. the ads are re- 
produced as first published, except that 
repetitious details about the bank’s facil- 
ities and services have been deleted. 


In the March-April issue of Fore- 
thought—a most readable publication of 
Montreal Trust Co.—wills are discussed 
under the title “Building a Bridge for 
Good Intentions”. After explaining the 
importance of having a will at all, the 
article cautions against home-made wills, 
out-of-date wills and wills that fail to 
appoint a well-qualified executor. An- 
other section deals with the advantages 
of testamentary trusts. 


Throught a 24-page booklet—Your 
Future In Banking—Chase Manhattan 
Bank, New York, tells college seniors 
what are the qualities needed for and 
the opportunities offered in a career in 
banking at The Chase Manhattan. The 
booklet describes the course for trainees 
and then discusses in succession: com- 
mercial and retail banking, international 
banking, investments and financial plan- 
ning, the Trust Department, bank ad- 
ministration and development, and the 
employee benefit program. The trust de- 
partment page covers the major activi- 
ties of personal and corporate trust divi- 
sions and the particular qualities and 
interests desirable in a potential trust 
officer. Among the many photographic 
illustrations are department heads and 
college graduates who have come into 
the bank through the trainee course. 

a a 2 

@ A 79% increase in requests for one 
bank service was noted within the week 
following a cartoon-style ad on that 
service, Donald R. Ostensoe, advertising 
coordinator of First National Bank, 
Portland, Ore., reports in the March 
FPRA Bulletin. 
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INCOME TAX 


Government’s tax lien attaches to cash 
surrender value of decedent’s life insur- 
ance. Decedent at time of his death own- 
ed certain life insurance policies. Gov- 
ernment, prior to his death, obtained lien 
for taxes, resulting from deficiency based 
upon additional income attributable to 
taxpayer from family partnership. Dis- 
trict Court held that lien for taxes could 
not attach to cash surrender value of 
policy since right to cash surrender value 
came to an end with taxpayer’s death. 


HELD: For Government. Taxpayer 
had retained all incidents of ownership 
in policies, including right to cash sur- 
render value. Government obtained lien 
during lifetime of taxpayer, and to ex- 
tent of cash surrender value of policies, 
it survived death. U. S. v. Hoper, Tth 
Cir., March 20, 1957. 


Trusts held to constitute bona fide 
limited partners. Taxpayers had been 
limited partners in partnership to which 
they contributed capital but no services. 
Subsequently each created trusts for 
benefit of certain designated family bene- 
ficiaries. Gifts to trust were absolute 
and unconditional, and taxpayers, al- 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


though trustees, could not revest corpus 
nor income in themselves. Corpus of 
trust consisted of part of capital inter- 
est owned by taxpayers in partnership. 
Year later new partnership was formed 
and trustees of various trusts, acting on 
behalf of trusts, were admitted as part- 
ners. Commissioner attributed trusts’ 
share of partnership income to taxpay- 
ers. 


HELD: For taxpayer. Gifts were abso- 
lute and neither corpus nor income of 
trusts could be used for taxpayers’ bene- 
fit. Here ownership resided in trustees, 
and consequently, tax liability on in- 
come attributable to trust resides in 
trustees and not taxpayers. Dickstein v. 
McDonald, D.C. Pa., March 20, 1957. 


Gift of insurance renewal commissions 
ineffective to shift income to donee. De- 
cedent had contract with insurance com- 
pany providing for payment to him of 
percentage of renewal premiums paid on 
insurance written by him. He assigned 
right to such commissions to his wife. 
Commissioner charged income from re- 
newals to donor. 


HELD: For Commissioner. Renewal 
commissions resulted from services ren- 
dered by taxpayer and not from contract 
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with company. Income is to be taxed to § 
one who earned or otherwise created it. | 


Hall v. U. S., Tth Cir., March 25, 1957. 


Attorney-executor given benefit of 


long-term compensation treatment of fee. | 


In addition to his duties as executor, at- 


torney rendered extraordinary services } 
to estate involving construction of will | 


and right to possession of certain as- 
sets. He was paid $22,500 in 1952 for 
these services. However, this payment 
represented less than 80% of total 
amounts received from estate in 1950, 
1952 and 1953. Taxpayer claimed relief 
under Section 107(a) of 1939 Code, 
claiming fee received should be accorded 
long-term compensation treatment. 


HELD: For taxpayer. Employment 
from which fee stemmed was separate 
and independent undertaking from ser- 
vices as executor. It was received as 
counsel. As such it is not disqualified by 
80% rule from relief provided by statute. 
Chase v. Comm., 9th Cir., March 25, 1957. 


Widow-beneficiary of life insurance 
proceeds liable as transferee to extent 
of cash surrender values. Decedent own- 
ed eight insurance policies at time of 
his death. Although he was solvent at 
time premiums were paid on policies, he 
was insolvent at time of his death. Com- 
missioner instituted suit against widow- 
beneficiary of proceeds for delinquent 
income taxes due from decedent at time 
of his death. District Court found in 
Commissioner’s favor to full extent of 
taxes due which exceeded cash surrender 
values at date of death. 


HELD: District Court judgment vaca- 
ted. Beneficiary is not transferee of pro- 
ceeds where insured was solvent when 
policies were issued and premiums paid. 
However, cash surrender values were 
items of property and beneficiary was 
transferee of such interest. Commission- 
er, therefore, is entitled to recover 
amount of cash surrender values. U. S. 
v. Bess, 3rd Cir., March 28, 1957. 


Trustee subject to self-employment ‘x. 
Taxpayer was one of four trustees of 
real estate trust, consisting of wzre- 
house, store property and three ap:'t- 
ment buildings. They had full power to 
manage, improve or sell property. Dur- 
ing 1951, taxpayer received $3,000 ‘or 
services. Commissioner determined t’ at 
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such sum constituted earnings from self- 


employment and asserted deficiency in 


seli-employment tax. 


HELD: For Commissioner. Question of 
seli-employment here depends upon 
whether taxpayer was engaged in trade 
or business of being trustee. Activities 
performed by trustee were substantial, 
requiring considerable portion of tax- 
payer’s time. Therefore, nature of duties 
and extent of activities placed taxpayer 
Clarke 
vy. Comm., 27 T. C. No. 104, Feb. 26, 1957. 


ESTATE TAX 


Only portion of transfer with income 


| retained includible in gross estate. Dece- 


dent transferred securities to irrevocable 
trust, reserving to himself $100 monthly 
from income but retaining no control 
over property. Upon death, corpus was 
to be divided equally between nephew 
and two nieces. Trustee had discretion to 
amount than $100 per 
month to decedent. Commissioner in- 
cluded entire value of trust corpus in 
decedent’s gross estate. Estate argued 
that only portion of corpus required to 
produce $100 income was includible. 


HELD: For estate. Remainder of cor- 


| pus after creation of trust was no longer 
» settlor’s but was property of benefici- 
| aries. He could not compel trustee to 
| divert additional funds to him. Such 
) property passed from settlor to grantee 
| not at death but at time trust was 


created. Only that portion of fund neces- 
sary to provide stated income was in- 
cludible in estate. Est. of E. M. Uhl v. 
Comm., 7th Cir., March 13, 1957. 


Life insurance and annuity combina- 
tion includible in estate notwithstanding 
absolute assignment of insurance portion 
of contract. Decedent purchased three 
single premium insurance policies, and 
as condition for such purchase, she was 
required to purchase annuity. All rights 
in insurance portion of contract were 
assigned to her children. Upon her death 
executor did not include proceeds of 
policies in gross estate. Commissioner’s 
inclusion of such proceeds in estate was 
overruled by District Court. 


HELD: For Commissioner. Circuit 
Court laid emphasis on substance of 
transaction, namely, deposit of capital 
fund represented by premium with com- 
pany for guaranteed annual return and 
repayment of residue to beneficiaries on 
deat: of depositor. Shifting of economic 
bene‘its of investment by reason of 
deat: is in substance akin to testamen- 
tary disposition to be included in dece- 
dent s estate. Fidelity-Philadelphia Trust 
Co. ». Smith, 3rd Cir. Feb. 28, 1957. 


REVENUE RULINGS 


In-ome Tax: Treatment of premium 
Pay:.ents on life insurance by divorced 


Ma 1957 


spouse. As result of property settlement 
agreement incident to divorce, husband 
was required to continue certain policies 
on his life in full force, and continue 
premium payments. He was not to 
change provision designating his wife as 
primary beneficiary and two children as 
alternate beneficiaries. No formal assign- 
ment of policies was made, but husband 
believed that divorce decree and property 
settlement divested him of ownership. 


Service rules that since husband is 
still owner of policies, premiums do not 
represent periodic payments of alimony 
includible in income of divorced wife and 
deductible by him. Where policies are 
absolutely assigned to wife, premium 
payments under like circumstances are 
deductible by husband and includible in 
wife’s income. Rev. Rul. 57-125, I.R.B. 
1957-13, p. 7. 


Income Tax: Lump-sum distribution 
from qualified plan held ordinary income 
where employee continued to act in 
limited capacity for company. Corpora- 
tion sold its assets, discontinued all its 
activities and invested funds in securi- 
ties. Employment of all workers and 
pension plan were terminated. Lump sum 
distribution of amounts standing to credit 
of participants was made. However, offi- 
cer-employee continued on in _ limited 
capacity as uncompensated officer, with 
functions confined to attendance at di- 
rectors’ meetings and other services not 
of substantial nature. 


Service rules that amount received by 
officer-employee is taxable as ordinary 
income. Capital gains treatment of lump 
sum distributions is available only upon 
complete termination of employment re- 
lationship. Rev. Rul. 57-115, I.R.B. 1957- 
iz. p: 9. 


Trust Company Sponsors 
Legislative Drafting Contest 


On May 1, the Marine Trust Com- 
pany of Western New York, honored 
ten University of Buffalo senior law stu- 
dents who were finalists in their Fourth 
Legal Instrument Drafting Contest at a 
luncheon in the Statler Hotel. This an- 
nual affair is sponsored by the Marine 
in collaboration with the Faculty of the 
Law School and the Bar Association of 
Erie County. The problem this year dealt 
with the drafting of a statute to amend 
Section 26 of the Decedent Estate Law, 
so as to make provisions for children 
born after the making of a will. 


First prize of $100 was awarded to 
Richard F. Griffin, the papers being 
judged by three attorneys appointed by 
Chester A. Pearlman, president of the 
Erie County Bar Association. 


In complimenting the students on the 
excellence of their papers, Marine Presi- 
dent Francis A. Smith remarked that if 
what they had prepared could contribute 
to the future thinking of the Bar Asso- 
ciation in bringing about a revision of 
the present law that was unfair in cer- 
tain respects, then they would have the 
personal satisfaction of knowing their 
efforts were not in vain, Continuing he 
said “the Marine has taken this in- 
terest in the class work of your law 
school and you personally because we 
believe that a fair share of our prog- 
ress in the field of estates and trusts 
is largely due to the cooperation of law- 
yers with whom we have had the privi- 
lege of working with from time to time. 
We, therefore, can think of no better 
place to begin furthering this relation- 
ship than in the Law School.” 
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Legislation Affecting Trusts and Estates 


ARKANSAS 


Act 297: Establishes schedule of fees 
for estate attorneys at following per- 
centages of real and personal property 
reportable to Probate Court: 5% on first 
$5,000, 4% on next $20,000, 3% on next 
$75,000, 2%% on next $300,000, 2%% 
on next $600,000, and 2% on excess; 
court may increase these amounts if 
they do not provide compensation com- 
mensurate with legal services rendered. 


COLORADO 


H.B. 241: Permits personal represen- 
tative to lease for oil, gas or coal devel- 
opment for ten years (formerly five). 


GEORGIA 


Act 141: Raises from $500 to $1,000 
amount of estate for which guardianship 
may be dispensed. 


Act 301: Permits adoptive parent to 
inherit from child property acquired by 
or vested in latter after final order of 
adoption, excepting that acquired or in- 
herited from blood relatives. 


IDAHO 
S.B. 48: Restricts rule prohibiting re- 
straints on alienation to real property 
and adds 25 years to formerly per- 
missible period of lives in being; de- 
clares there shall be no rule against 
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perpetuities as to real or personal prop- 
erty; provides that no trust heretofore 
or hereafter created shall be declared 
void but violative parts are to be elimi- 
nated to carry out wishes to greatest 
extent permitted by law; denies presump- 
tion that a person is capable of having 
children at any stage of adult life. 


H.B. 101: Permits court, except in 
Veterans Administration cases, to ap- 
point guardian without fee and without 
bond where estate consists primarily of 
income essential to ward’s subsistence. 


H.B. 105: Permits fiduciaries to in- 
vest in stocks of national mortgage asso- 
ciations. 


INDIANA 


Ch. 40: Amends Trust Investment Act 
by increasing from 60% to 66% % per- 
missible ratio of obligations secured by 
first mortgage to appraised value of real 
estate securing same; increases permis- 
sible maturity of such authorized in- 
vestments from 16% to 20 years. 


Ch. 154: Broadens permissible period 
for accumulation of income to 21 years 
after life or lives in being at the effec- 
tive date of settlement or disposition. 


Ch. 204: Provides that lien of inheri- 
tance tax shall expire by limitation five 
years after decedent’s death and that all 
property of decedent shall be then free 
and clear of tax. 


Ch, 223: Amends 1953 Probate Code 
provision concerning investments of 
Veterans Administration guardianships 
to permit guardian to invest surplus 
funds, in which investment guardian has 
no interest, in savings deposits in any 
bank whose principal place of business 
is located in Indiana. 


S.B. 339: Provides that Attorney Gen- 
eral is authorized and requested to repre- 
sent ward in mental institution in secur- 
ing appointment of guardian where es- 
tate does not exceed $300; no fees or 
costs are payable in any such proceeding. 


Ch. 348: Changes date for evaluation 


of intangibles, stocks and bonds from 
period December 31st to 30 days there. 
after to period December 31st through 
June 30th, and requires owner to sign 
certificate that tax has been paid. 


IOWA 


S.B. 161: Makes basis of personal 
representative’s commissions the gross 
assets of estate listed in probate inven- 
tory for Iowa inheritance tax purposes, 
rather than personal estate sold and dis- 
tributed and proceeds of real estate sold 


for payment of debts. 
MARYLAND 
Ch. 69: Amends Art. 93, § la, to 


eliminate necessity of Orphans’ Court) 
approval of certificate required to be 
filed for transfer of decedent’s real asset 
on assessment records. 


Ch. 247: Provides that words “heir” 
and “issue” — as well as “child” — 
in will or other written instrument shall 
be deemed to include adopted person, 
unless contrary intent plainly appears. 


S.B. 218: Increases size of intestate 
estate on which formal administration 
may be dispensed, from $500 to $1,000. 


MONTANA 


Ch. 240: Declares that adoptive par- 
ents and adopted children shall be en- 
titled to inherit from and through each 
other, and natural parents shall not be 
entitled to inherit from adopted child 
unless they are the adoptive parents or 
spouse of such. 


NEw HAMPSHIRE 


H.B. 131: Substitutes Director of In- 
heritance Tax Division of State Tax 
Commission for State Treasurer as offi- 
cial from whom certificate of non-lia- 
bility for taxes is to be obtained before 
joint bank deposit may be paid to sur: 
vivor, except as provided in Chap. 86 
RSA. 


NorTH DAKOTA 


H.B. 595: Permits county judge tf) 
waive bond of personal representativd) 
with written consent of all devisees, lega 
tees and heirs at law. 
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Inserts claims in favor of 
county for poor relief in fourth class 
in order of payment of estate debts; adds 
state claims for aid under Permanently 
and Totally Disabled Act to fifth class; 
drops debts preferred under laws of 
United States from fourth to sixth class. 


S.B. 79: 


SouTH DAKOTA 


§.B. 93: Requires personal representa- 
tive to file statement of receipts and 
disbursements since rendition of final ac- 
counts, at time of making distribution, 
which shall be settled by court. 


| S.B. 89: Amends Sec. 35.2009 to re- 
‘quire service of notice of application 

to sell ward’s property on all next of 
' kin, not merely those resident in state. 


S.B. 85: Revises Sec. 35.1410 as to 


) presentation of claims against estate and 
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TATE 


approval thereof by personal represen- 
tative. 

§.B. 180: Raises from $5,000 to $10,000 
amount of insurance proceeds free from 
creditors’ claims. 

H.B. 713: Increases from $750 to 
$1,500 money or personal property to be 
set aside out of estate for widow and 
minor children; and from $1,500 to 
$2,500 where intestate estate consists 
solely of personal property. 


TENNESSEE 

Ch. 48: Repeals Sec. 34-411 providing 
that “guardian may, with approval of 
icourt, sell said securities for purposes of 
reinvestment.” 

Ch. 49: Extends permission to register 
securities in name of nominee to guar- 
dians and other fiduciaries as well as 
trustees. 


Ch. 52: Extends restriction on non- 
residents to bar them from acting in any 
fiduciary capacity, not merely as _ per- 
sonal representative, unless serving with 
resident co-fiduciary, but permits foreign 
corporate fiduciaries to serve in any fi- 
duciary capacity to extent Tennessee 
jbanks and trust companies are per- 


jmitted to act in such foreign state. 


Ch. 111: Provides that investment in 


|FHA and VA loans secured by Tennessee 
| real estate shall not be deemed transac- 
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tion of business in this state by foreign 
corporate fiduciaries, foundations, pen- 
sion trusts and the like. 


Ch. 118: Amends Sec. 30-610 to gov- 
ern rights and liabilities of mortgagees 
and purchasers of realty from heirs or 
devisees as against claims of creditors. 


Ch. 281: Provides that, in case of with- 
drawal from savings and loan associa- 
tion investment by less than all trustees, 
neither payee nor association is bound 
to inquire whether such authorization 
constitutes breach of trust. 


VERMONT 


H.B. 67: Amends Sec. 8779 relating 
to joint bank accounts to include national 
banks doing business in Vermont in word 
“bank.” 


WEST VIRGINIA 


H.B. 27: Grants capacity to make will 
to minors 18 years of age. 


H.B. 184: Makes future options con- 
tained in leases to purchase whole or 
part of leased premises, exercisable dur- 
ing term or immediately upon termina- 
tion of lease, enforceable in accordance 
with terms thereof irrespective of rules 
against perpetuities. (Changes law laid 
down in First Huntington National Bank 
v. Gideon-Broh Realty Co., 79 S. E. 2d, 
675.) 


H.B. 286: Changes course of descent 
of real estate so that the whole passes 
to surviving spouse if there is no child 
or descendant of any child, or to father 
and/or mother, if there is no surviving 
spouse; makes conforming changes in 
Sec. 4082 with respect to shares in par- 
tition. 

H.B. 287: Provides that for tax pur- 
poses transfers made within three years 
before death of grantor without ade- 
quate valuable consideration shall be 
“presumed” (rather than “construed” as 
in former statute) to have been made in 
contemplation of death and limits tax to 
surviving spouse on jointly held property 
with right of survivorship to not more 
than 50% of its value. 


S.B. 49: Makes 10 year statute of 
limitations applicable upon collection or 
lien of inheritance and transfer taxes 
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irrespective of whether or not personal 
representative has been appointed or 
qualified. 

S.B. 97: Amends Sec. 3642 to govern 
appraisal of property and payment in 
partition situations. 

S.B. 332: Provides that, in determina- 
tion of market value for inheritance and 
transfer taxes, part of value of property 
which was allowed as an exemption and 
upon which tax was not actually meas- 
ured and paid shall not be deducted as 
previously taxed property. 


WYOMING 


Ch. 204: Requires Probate Judge to 
advise surviving spouse of right of elec- 
tion to take against will between three 
and five months after admission to pro- 
bate; if spouse dies or becomes incom- 
petent within six months, such advise to 
be given to personal representative or 
guardian. 

Ch. 233: Directs personal representa- 
tive or trustee to deduct State in- 
heritance tax from legacy, devise or gift 
and pay over same to Board; if share is 
not in money, he shall collect tax from 
beneficiary before delivery. 

A A A 
® California Bank, Los Angeles, has an- 
nounced formation of a scholarship pro- 
gram with participation by six privately 
endowed schools of California, chosen 
on the basis of the number of graduates 
presently employed by the Bank. 
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Books 


15th Institute on Federal Taxation 
(New York University) 
Edited by HENRY SELLIN. Matthew Bender 
& Co., Inc., Albany 1, N. Y.; 1373 pp. $25. 
To one who has witnessed the succes- 
sion of the 14 previous volumes, it is 
a continuing source of amazement as 
well as professional pride how such a 
tremendous amount of expert lore can 
be brought together each year, at the 
same time preserving a fresh approach 
and achieving a compromise between the 
fundamental and esoteric. True, the titles 
of the papers often sound a familiar note 
but within them the fluidity of the tax 
law permits new streams of thought or 
at least nuances. 


These proceedings comprise a wide 
area of topics but those of special in- 
terest to this magazine’s readers are the 
following: 


Settlement Options and Annuity Prob- 
lems, Estate and Gift Tax Problems 
in Transfers of Life Insurance, Sales of 
Partnership Interests and Death or Re- 
tirement of Partner, Redemptions to Pay 
Death Taxes, Retirement Planning, In- 
come, Gift and Estate Consequences of 
Separation and Divorce, Joint Owner- 
ship of Property and Joint Wills, Short- 
term Trusts and the Clifford Rules, 
Use of Trusts to Divide Income, Gifts 
to Infants, Powers of Appointment in 
Estate Planning, Types of Marital De- 
duction Formula Clauses, Determining 
Domicile, Common Disaster Clauses, In- 
come Taxation of Trusts and Estates, 
Preparation of Fiduciary Income Tax 
Return, Consequences of Executor’s Elec- 
tions as to Administrative Expenses, and 
Post-Mortem Estate Planning. 


Anyone concerned in this field will be 
missing a great deal (in more than one 
sense) if this volume is missing from 
his library. 


The Estate Tax 


JAMES B. LEWIS, Practising Law Institute, 

20 Vesey St., New York 7; 241 pp. $3.00. 

One of the Institute’s series on Funda- 
mentals of Federal Taxation, this mono- 
graph offers a most useful and compre- 
hensive guide to the estate tax pro- 
visions of the 1954 Code as interpreted 
by the proposed regulations. Particularly 
instructive is a filled-in Form 706 — 
Estate Tax Return. Recognizing the as 
yet tentative status of the regulations, 
this treatise nevertheless makes an ideal 
desk companion. 


Tax Management of Estates and 
Trusts 
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Practising Law Institute, 20 Vesey St., New 
York 7; 57 pp. $3.50. 


This publication reports a recent panel 
discussion by 13 well known figures in 
taxation and estate administration. Its 
subject matter — three typical estates, 
small, medium and large. Among the 
topics considered are post-mortem plan- 
ning, effect of optional valuation, hand- 
ling unexpired stock options, disposition 
of closely held interests, establishment 
of marital and other trusts, and making 
distributions in kind. Alternate pages 
are blank to allow for notations by the 
user, 


Major Tax Planning for 1957 


Edited by JOHN W. ERVIN. Matthew Bender 

& Co., Inc., Albany 1, N. Y.; 871 pp. $14.50. 

The Tax Institutes (this volume re- 
cords the ninth) sponsored by University 
of Southern California Law School have 
justly gained increasing recognition for 
the high calibre of their papers. This 
year’s theme was less “how to” than the 
preceding session’s, placing more empha- 
sis on analysis of the 1954 law and the 
regulations thereunder, including those 
promulgated between the time of the 
Institute and press date. However, there 
were four lectures on Drafting Tax 
Clauses in a Will: (1) Marital Deduc- 
tion Clauses, (2) Acquisition of Surviv- 
ing Spouse’s Interest in Estate, (3) 
Powers to Invade Principal, (4) Use of 
Income During Estate Administration- 
Allocation of Death Taxes. 


Other pertinent topics included A Case 
Study of Attribution Rules on Stock Re- 
demption, Use of Revocable Trusts and 
Life Insurance in Estate and Tax Plan- 
ning, Tax Consequences of Grantor’s 
Acting as His Own Trustee, Gifts to 
Minors and to Charity, and Preparation 
of Returns for Estates and Trusts. 


The editor points out that the papers, 
although presented in California, are 
just as useful in non-community property 
states. 


ARTICLES 


Federal Estate and Gift Taxation 


JOSEPH TRACHTMAN. New York University 

Law Review, April 1957 (Vanderbilt Hall, 

Washington Square South, New York 3; $2.) 

This article, part of the 1956 Annual 
Survey of American Law, analyzes, in 
the author’s renowned lucid _ style, 
“new matters” in the proposed estate 
and gift tax regulations. Except in a 
few places he opines that “much of the 
creakiness (of the federal estate and 
gift tax system) is overcome by the 
good work of the maintenance crew 
which wrote the regulations.” Some of 
the areas in which he disagrees with the 
Service’s position or where further clari- 
fication might be desired are: valuation 
of inter vivos transfers included in the 
gross estate, taxation of annuities under 
unfunded benefit plans, the requirement 


that a disclaimer be complete in order 
to avoid imposition of gift tax, and “he 
narrow interpretation of the “spec fic 
portion” method of qualifying for ‘he 
marital deduction. 


Some Current Tax Consideration in 

Estate Planning 

HAROLD M. HOFFMAN. The Practical Law- 

yer, March 1957 (133 South 36th St., Phiia- 

delphia 4; $1.25). 

Here is a bird’s-eye view of tax im- 
plications in the following segments of 
estate planning: Buy-sell agreements, 
$5,000 exclusion for payments on em- 
ployee’s death, the 5% reversionary in- 
terest rule on assignment of insurance, 
obligation to support in connection with 
trusts for and gifts to minors, multiple 
trusts, remainderman’s use of excess de- 
ductions in year of termination of estate 
or trust, and executor’s election as to 
administration expenses. 


Aliens and United States Estate and 
Gift Taxes 
HENRY SCHNEIDER. Taxes, April 1957 
(4025 W. Peterson Ave., Chicago 30; 75c.) 
This exhaustive article treats first of 
the question of residence because resi- 
dent aliens are treated for estate and 
gift tax purposes in the same manner as 
citizens. With respect to the taxability 
of nonresident aliens, the author presents 
a handy catalogue of the various types 
of assets and transfers. The effects of 
treaties and conventions are also noted. 


Protecting Surviving Spouse by Re- 
straints on the Dead Hand 
LEWIS M. SIMES. University of Cincinnati 
Law Review, Winter 1957 (Cincinnati; $1.50). 
The noted author considers here how 
restraints on testation in favor of the 
surviving spouse developed in America 
as well as England, the extent to which 
the statutory distributive share is ap- 
plied to otherwise valid inter vivos trans- 
fers (particularly in Ohio and New 
York), and offers a legislative solution 
for the uncertainties of the latter situa- 
tions. 


ACTUARIES DISCUSS 
PENSION PROBLEMS 


The Proceedings (6th ed.) of the Con- 
ference of Actuaries in Public Practice 
contain a number of interesting papers 
on pensions. The following titles are sug- 
gestive of the contents: Actuarial Impact 
of Long-Term Wage Trends on Salary 
Scales for Industrial Type Pension Plans, 
Plans Involving Integration with Social 
Security Benefits, Gain-and-Loss Analy- 
sis in a Self-Insured Retirement Pla”, 
Practical Demonstration of Risk Run by 
Very Small Company with Trusteed Per- 
sion Plan, and Investing for Pensio1 
Funds Today. 


The Conference’s headquarters are @t 
10 So. LaSalle St., Chicago 3, Ill. 
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HUMPHREY BoGart, one of Hollywood’s 
leading stars of the past two decades, 
left all of his estimated million dollar 
estate except $3,500 (to two employees) 
in trust for his wife and two children, 
naming her, a friend and Security-First 
National Bank of Los Angeles as execu- 
tors and trustees. In disposing of her 
community property interest as well as 
his own, the Academy Award winner 
recommended as in her best interests that 
Mrs. Bogart — actress Lauren Bacall — 
accept the will’s provisions rather than 
elect against it. In setting up one-half 
of the residue in trust for his wife, Mr. 
Bogart declared that “I am particularly 
aware of her high earning potential, the 
impact of income taxes thereon, the 
standard of living to which she has been 
accustomed during our marriage, and the 
uncertainties of the many years during 
which I hope her life will continue in 
the event of my decease.” Hence he di- 
rected his trustees, other than Mrs. 
Bogart, to determine in their absolute 
discretion what portion, if any, of the 
income and principal (up to the entire 
amount) is to be distributed to her 
from time to time, undistributed income 
to be added to the fund. The trustees 
are to take into consideration moneys re- 
ceived and to be received by the widow 
from other sources and accordingly pro- 
vide for her in such manner as will 
permit her to live in comfort and secur- 
ity and as near as may be to the standard 
maintained during their marriage. On 
her death, principal and accumulated in- 
come will go as she directs by will. 


The balance of the estate, after pay- 
ment of all death taxes, is divided into 
trusts for the screen stars’ son and 
daughter. Income and principal are to 
be applied for their benefit, the trustees 
taking into account the provisions which 
their mother is able to make for them 
and the testator’s desire that their wel- 
fare during the “tender years” and op- 
portunity for such higher education as 
may be appropriate in view of their 
interest and ability shall be paramount 
to their support after completion of edu- 


cation. At age 23 each child is to re- 
ceive the entire income and at same time 
(or «n marriage prior thereto) $25,000 

from capital. Thereafter the trustees 

| May in their discretion pay out part or 
all 0: the principal to the children, but 
Mm the case of the son not less than one- 
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half of the original value by age 35 and 
all by 45, and in the daughter’s case 
not less than one-half by age 45. 


If final distribution of any trust can- 
not be made because of failure of issue, 
the trustees are to form the Humphrey 
Bogart Foundation to receive such prop- 
erty as remains, with the primary pur- 
pose of making grants for medical re- 
search, with special reference to cancer. 


JESSE W. LEWIS, retired treasurer of 
General Electric Co., left his entire estate 
outright in 100 equal shares. Twenty 
each are bequeathed to a nephew, a 
niece, and a sister and brother of his 
deceased wife. Five shares each go to 
two cousins of the latter, and a cousin 
and friend of the testator. Mr. Lewis, 
who had served at GE as chairman of 
the Pension Trust, the Educational Fund 
Trust and the General Relief and Loan 
Plan Trust, named Bankers Trust Co. 
of New York sole executor and directed 
it to pay out of the estate all death 
taxes on property forming part of his 
taxable estate, whether passing under or 
outside the will. 


HENRY A. SCANDRETT, retired president 
of Chicago, Milwaukee, St. Paul & Paci- 
fic Railroad, made 13 cash bequests ag- 
gregating $42,000 to relatives, churches 
and schools, directing that each was to 
abate ratably to limit the total to 20% 
of the fair market value of his estate 
passing under the will (estimated at 
$700,000) after payment of claims, taxes 
and administration expenses. If Mrs. 
Scandrett is living 60 days after her 
husband’s death (March 20), 50% of 
the adjusted gross estate determined by 
application of a marital deduction for- 
mula clause is placed in trust with the 
widow and Continental Illinois National 
Bank and Trust Co. of Chicago to pay 
her the income and such portions of the 
principal as the corporate trustee deems 
necessary to provide for her support 
in the manner in which she was accus- 
tomed during the testator’s lifetime, tak- 
ing into consideration all sources of in- 
come known to the bank. Mrs. Scandrett 
may direct the trustees to distribute part 
or all of the principal to one or more of 
his descendants and their spouses. Upon 
her death any remaining principal shall 
go as she appoints by will. 


The rest of the estate, excluding any 
property over which Mr. Scandrett may 
have had a power of appointment, is 
also trusteed to pay the widow so much 
of the income as the corporate trustee 
deems necessary under the standard 
previously described, the remainder ‘of 
the income, but not less than 50%, to 
go to their son who will receive all the 
income on his mother’s death. If he 
should predecease her, the trustees may 
apply income for the benefit of his wife 
(until remarriage) and descendants. 


Mr. Scandrett named the bank, of 
which he was a director, and his wife as 
executors as well as trustees. 


A A A 
LIFE, LIBERTY AND PROPERTY 


“Life, Liberty and Pursuit of Trust 
Business” was the topic of guest speaker 
J. K. Sinclaire, at the March 12 meeting 
of the Corporate Fiduciaries Association 
of Boston, Mass. Mr. Sinclaire, chairman 
of the board of Kennedy Sinclaire, Inc., 
emphasized that the benefits of trust 
service had to be made clear to someone 
during his life so that he might exercise 
his precious liberty to dispose as he 
wishes of the property he had spent a 
lifetime accumulating. We cannot make 
the profits we are entitled to make in 
the trust business, by securing the 
‘walk-in’ business and letting the ‘walk- 
by’ business go elsewhere,” he said. 
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ASSETS — Administration — Prop- 
erty Chargeable with Debts 


Oklahoma—Supreme Court 


In re Fletcher’s Estate; Simler v. Wilson, Ex’r., 
308 P. 2d 304. 


Decedent’s will had been declared in- 
operative as to the portion of the residu- 
ary bequest constituting Oklahoma land 
(see Simler v. Wilson, 210 F. 2d 99), 
and such land had thus passed to de- 
cedent’s brother and heir, plaintiff here, 
by intestate succession. The county 
(probate) court upon distribution 
charged the land with the administra- 
tion expenses, on the ground of Title 84 
O.S. 1951, Sec. 3, which provides that 
administration expenses are _ payable, 
first, out of property appropriated by 
the will for such purpose and, second, 
out of property not disposed of by the 
will. Decedent’s will provided generally 
for the payment of debts, but appropri- 
ated no property for the purpose. 

The county court also charged the land 
with the general nonresiduary pecuniary 
legacies on the ground of Title 84 O.S. 
1951, Sec. 4, which provides that proper- 
ty of a testator must, except as otherwise 
specially provided in the Code and under 
civil procedure, be resorted to for the 
payment of legacies, first, as expressly 
appropriated by the will and, second, 
property not disposed of by the will. 
Decedent’s brother appealed. The district 
court affirmed the order of the county 
court. 


HELD: (1) Title 84 O.S. 1951, Sec. 
38, was properly applied by the county 
court. The land is chargeable with ad- 
ministration expenses, since no property 
was appropriated by testatrix in the will 
for their payment. 


(2) Testatrix attached to her will a 
list of her personal property, which was 
ample in amount to pay the general 
pecuniary legacies. The will directed im- 
mediate payment of such legacies, These 
factors show testatrix’s intent that the 
pecuniary legacies be paid out of per- 
sonalty. The statutory order of resort 
to property for payment of legacies is 
in opposition to the general rule that 
personalty is chargeable first with 
pecuniary legacies before realty, absent 
contrary express or deducible intent of 
testator. It was testatrix’s clear intent 
that legacies should be paid from per- 
sonalty. Such intention constituted an 
appropriation of personalty for payment 
of such legacies. The land was _ not 
chargeable with the legacies. 


922 





BAR RELATIONS — Banks Not Re- 


quired to Retain Independent 
Counsel in Administering Fiduciary 
Business — Employees Appearing 
in Court Must, However, be At- 
torneys 


Connecticut—Superior Court, Hartford County 


State Bar Association of Connecticut v. Con- 
necticut Bank & Trust Co. and Hartford Na- 
tional Bank & Trust Co., No. 107312, decided 
April 15, 1957. 


Plaintiffs sought to restrain the de- 
fendant banks from engaging in certain 
acts which they claim constitute the il- 
legal practice of law. The court found 
the facts, virtually admitted by the de- 
fendants, to be as follows: 


1. The defendants, by advertising and 
of literature, disseminate without charge 
to their customers and prospective cus- 
tomers and the public, information con- 
cerning 


(a) the effect of laws involved in estate 
planning, including taxation and admin- 
istration and disposition of decedents’ 
estates; 

(b) means of minimizing liability for 
Federal and State taxes; 

(c) the advantages and disadvantages 
of various means provided by law for the 
distribution of property, including the use 
of inter vivos and testamentary trusts. 


In some of the advertising and litera- 
ture an individual is told to consult his 
attorney and that all wills and trust 
agreements must be drawn by such at- 
torney. 


2. The officers of their trust depart- 
ments, who sometimes are and some- 
times are not attorneys, discuss with 
customers and prospective customers, the 


matters enumerated in 1 (a)-(c) for the 
purpose of inducing them to name the 
banks as executor or trustee. The banks 
in so doing do not seek to give fina] 
advice and urge the customers and pros- 
pective customers to consult their own 
attorneys. The banks do not take any 
compensation for these discussions. 


3. The trust officers review, at the 
request of testators or trustors, the pro- 
visions of their wills and trust agree- 
ments, which have been drawn by out- 
side counsel, in instances where the 
banks are named executor or trustee, or 
the testator or trustor has indicated 
that he is considering naming the banks, 
and advise them or their attorneys of 
necessary, proper, or desirable changes, 
In all such cases, the trust officers urge 
the testators and trustors to consult their 
own attorneys, and any further instru- 
ments which may result from such re- 
view are drawn by such attorneys, 
not employees of the banks. The banks 
do not take any compensation for such 
reviews. 


4. The banks prepare and file appli- 
cation for the probate of wills where 
they were named as executor and are 
represented at probate hearings by em- 
ployees who sometimes are and some- 
times are not attorneys, unless the 
banks consider that an uncertain or un- 
clear legal issue is involved or that a 
controversy may arise. In this event 
they are represented by independent out- 
side counsel employed by them as fidu- 
ciaries. 

Similar practice is followed by the 
banks with respect to: 


5. Hearings in Probate Court and 
proceedings in furtherance of their fidu- 
ciary administrations; 


6. Applications for widow’s allow- 


ances; 


7. Applications for the compromise of 
claims for or against the banks as fidu- 
ciary of estates of decedents or wards 
or trust estates; 


8. Claims of the banks themselves 
against the banks as fiduciaries; 
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9. Accounts and returns of distribu- 
tion (regardless of whether any other 
party in interest was represented by 
outside counsel) ; 


10. Preparing and filing federal and 
state tax returns and dealing with gov- 
ernmental representatives in connection 
with admitting, denying or compromising 
liability for taxes claimed to be due the 
banks as fiduciaries; 


11. Compromising claims of federal 
and state tax authorities against the 
banks as fiduciaries of decedents and 
wards or trust estates (here and in 
number 10, an additional requirement is 
made for employing independent outside 
counsel — that the amount in question 
warrants such employment). 


The defendant Connecticut Bank & 
Trust Co, served as fiduciary in 1956 in 
1841 fiduciary administrations, In 16 of 
these the Bank retained independent out- 
side counsel to compose or approve all 
the papers filed in the Probate Court 
and to appear and represent it at pro- 
bate hearings and proceedings. In 450 
(excluding the 16 mentioned above) it 
retained independent outside counsel to 
render some legal services, but this 
number seems to have included services 
rendered long prior to 1956 in estates 
which were active in 1956. This de- 
fendant employs 200 in its trust depart- 
ment, of whom six are attorneys. As to 
defendant Hartford National Bank & 
Trust Co., the corresponding figures are 
1517, 28 and 511, with seven of its 
200 employees being attorneys. 


HELD: Judgment for the defendants 
on the claim for an injunction from en- 
gaging in the acts and practices of the 
defendants as found by the Court, ex- 
cept that an injunction may issue against 
each defendant, restraining it from ap- 
pearing and being represented in pro- 
ceedings and hearing in the Probate 
Courts by lay employees. 

None of the acts and practices of the 
defendants as found by the Court, either 
singly or in combination, constitute the 
unlawful practice of law or a violation 
of Sec. 7641 of the General Statutes, ex- 
cept that their appearing and being 
represented in proceedings and hearings 
in the Probate Courts by lay employees 
does constitute the illegal practice of 
law and a violation of these statutes. 


The choice of a criterion as to what 
constitutes the practice of law must be 
made from the standpoint of public pro- 
tection, not from that of private ad- 
vantage for either banks or lawyers. 
Seciion 7641 provides that no person 
who has not been admitted as an attorney 
shail practice law or appear as attorney 
at !aw for another, in any court of record 
in ‘his State, or make it a business to 
practice law, or appear as attorney for 
another in any such court. 


The eriterion of whether the banks 
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are engaged in the practice of law is 
not the employment of outside inde- 
pendent counsel, as distinguished from 
the use of salaried employee-attorneys. 
Both the permanently salaried lawyers 
of the Bank and its occasionally re- 
tained counsel represent of necessity 
primarily the Bank. If the banks have 
been engaging in the illegal practice of 
law in matters where they have been 
using their salaried employees who are 
attorneys, they would be doing likewise 
if they employed outside independent 
counsel in those matters. 


Every definition of the term “practice 
of law” assumes or states, that the ser- 
vices rendered, to constitute the practice 
of law, must be for others. The acts 
performed by the banks and summarized 
above are performed for themselves, as 
incidental to their duties as fiduciaries, 
and not on behalf of others. An estate 
is not a legal entity. Hence the fiduciary 
can hardly be said to be acting for the 
estate. While the fiduciary is a fiduciary 
of the creditors and also represents the 
interests of beneficiaries, he is not their 
agent. Primarily, executors and ad- 
ministrators are court officers, subject 
to control, discipline, and removal for 
good cause. 


It is hard to conceive how a bank or 
trust company could exercise any of the 
powers given it by state and federal 
statute, if it could not engage in the 
acts and practices enumerated above. It 
cannot be an executor without probating 
wills, filing inventories, accounts and dis- 
tributions, handling tax matters and the 
like. It cannot be an adequate estate 
manager without giving advice on the 
management of estates and the chief op- 
portunity to do so is just before the 
drafting of the estate instrument. It 
would be strange indeed if the legisla- 
tures conferred upon it these powers in 
the face of a statute or common law 
rule which denied it the right to exer- 
cise them. 

It follows that the banks in perform- 
ing the acts enumerated above are acting 
primarily for themselves in the proper 
exercise of their functions as fiduciaries 
under state and federal statutes, and 


are not engaged in the practice of law, 
except in the one respect, namely, the 
practice in permitting, in some instances, 
lay employees to represent them in pro- 
bate proceedings and hearings. Such 
representation should always be by an 
attorney, either a salaried employee-at- 
torney or outside counsel as the bank 
may elect in the particular situation. 
While an individual may appear in the 
courts in proper person, a corporation, 
because of the very fact of its being a 
corporation, can appear only by attorney, 
regardless of whether it is interested in 
its own corporate capacity or in a fidu- 
ciary capacity. 

—Staff Digest 


BaR RELATIONS — Damages Recov- 
erable Against Layman for Prepar- 
ing Invalid Will 


California—District Court of Appeal 

Biakanja v. Irving, 149 A.C.A. 188 (March 14, 

1957). 

Defendant, a notary public, drew a 
will for one Maroevich, by the terms of 
which decedent left all his property to 
his sister, the plaintiff. The will was not 
witnessed, but defendant affixed his 
notarial seal, which he thought was suffi- 
cient to entitle the will to be admitted 
to probate. Later on he had witnesses 
sign but at separate times so the execu- 
tion remained ineffectual. Plaintiff 
brought this action for the difference 
between the amount she would have re- 
ceived had the will been valid and the 
amount distributed to her as an heir. 


HELD: Judgment for plaintiff affirm- 
ed. Defendant violated Business and Pro- 
fessions Code Section 6125, which pro- 
vides, “No person shall practice law in 
this State unless he is an active member 
of the State Bar.” The drawing of even 
a single will constitutes the practice of 
law. 


The court distinguishes two cases, 
Buckley v. Gray, 110 Cal. 339, 42 P. 900, 
where the plaintiff, a legatee under a 
will, failed to recover against an at- 
torney who prepared the will, which 
turned out to be ineffective, the ground 
of the decision being, singularly, that 
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the duty of care was owed to the testator 
alone, although there was nothing the 
testator could lose by the will being bad. 
The other case distinguished is Mickel 
v. Murphy, 147 A.C.A. 854, 305 P. 2d 
993, involving almost identical facts 
where it was held that the devisee could 
not recover from the notary. The Mickel 
case was decided on the pleadings, the 
decision being on the ground that it was 
not alleged that the notary was acting 
as an attorney or any more than a 
scrivener in preparing the will. 


NOTE: Whether there is a valid dis- 
tinction..between the instant case and 
the two earlier cases may be a question, 
but it would seem that unless the cases 
can be distinguished, the present case 
is the one that is correctly decided. In 
the present writer’s opinion, the Buck- 
ley decision is wrong, likewise Mickley, 
unless it can be sustained on the pro- 
cedural ground mentioned. 


CHARITIES — Cousins Have no Right 
to Contest Charitable Bequest 


California—District Court of Appeal 

Estate of Gilbert, 148 A.C.A. 789 (Feb. 27, 

1957). 

Will contest was brought by cousins 
of the testatrix on the ground that the 
will was invalid because it left the entire 
estate to charity, in contravention of 
Section 41, Probate Code, which voids or 
limits charitable gifts under certain cir- 
cumstances. 


HELD: In order to raise any question 
under Section 41, the contestant must be 
within one of the classes to which the 
rate is limited by that section, namely, 
“spouse, brother, sister, niece, descend- 
ant or ancestor’ who would otherwise 
inherit. First cousins have no standing to 
contest. 
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CONFLICT OF LAws — Local Decree 
Did Not Govern Foreign Land 


Mississippi—Supreme Court 
Gillum v. Gillum, 92 So. 2d 665. 


A’s widow, W, brought suit in the 
Chancery Court of DeSoto County, 
Mississippi, against A’s half brother, B, 
to cancel his claim against certain land 
in that County. At the time of his death, 
A was a resident of Tennessee; and both 
W and B were Tennessee residents dur- 
ing the administration of A’s estate in 
Tennessee and at the time a prior Ten- 
nessee suit, which ended in a consent 
decree, was filed by W against B. 


B’s claim arose from the consent de- 
cree which made no mention of any 
Mississippi land but which awarded four 
tracts of Tennessee land and $5,000 of 
personal property to B and awarded to 
W $6,000 in complete settlement of all of 
her rights which she had in A’s estate 
and of dower and homestead rights there- 
in. Under Mississippi law W was A’s 
sole surviving heir. The lower Court 
dismissed W’s bill of complaint. 
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HELD: Reversed and rendered in 
favor of W. The decree of the Tennessee 
Court did not deal with the properiy 
situated in Mississippi; it only adjuci- 
cated that W was A’s widow and sole 
surviving heir and that, pursuant to the 
agreement between W and B, B was en- 
titled to the Tennessee lands, free of 
W’s dower and homestead rights. Under 
the law of Mississippi, the widow in- 
herited the fee title (not merely home- 
stead and dower rights) to the land 
located in Mississippi upon the death 
of A. 


INSURANCE — Life — Creditor is Con- 
structive Trustee Where Policy is 
Assigned in Satisfaction of Debt 


Wisconsin—Supreme Court 
Albrect v. Spencer, 275 Wis. 127. 


Albrect had been indebted to Spencer 
and had pledged his life insurance poli- 
cies as well as other property to Spencer 
as collateral. Subsequently, a few months 
prior to his death, Albrect transferred 
absolute ownership of the policies to- 
gether with other property to Spencer 
in full payment of the debt. The policies 
remained in force at the time of Albrect’s 
death and the proceeds were paid to 
Spencer. 

HELD: Spencer is a constructive trus- 
tee of the insurance proceeds in excess 
of the cash surrender value of the poli- 
cies and is accountable therefor to Al- 
brect’s estate. 


NOTE: While the general rule, that a 
third party who purchases an existing 
policy of life insurance is entitled to the 


full amount of the proceeds upon the | 
death of the insured, apparently remains | 


in force in Wisconsin, the Court here 
creates an exception to the rule in a 
case where the assignee of the policy is 
a former creditor who received the policy 
in payment of a debt for which the same 
policy had previously been pledged as 
collateral security. The Court adopted 
this exception to prevent any “overreach- 
ing” by creditors. 


LIFE TENANT & REMAINDERMAN — 
Contingent Attorney Fees Appor- 
tioned Between Principal and In- 
come of Trust 


New York—Surrogate’s Court, Kings County 
Matter of Levinson, N.Y.L.J., April 22, 1957. 


At testator’s death his law firm was 
engaged in several cases on a contingent 
fee basis. After testator’s death one of 
the cases was completed and a portion 
of the fee was paid to testator’s estate. 
Testator left his residuary estate in trust. 
Is the testator’s share of the contingent 
fees principal or income? 


HELD: The contingent right to pey- 
ment is principal. But payment of some 


of the retainers will be delayed uniil | 
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pending cases are completed, and such 
delay will deprive the income benefici- 
aries of income which the trust would 
earn if all the fees were now part of 
trust principal. To remedy this, each 
fee will be apportioned, as of the testa- 
tor’s death, between principal and in- 
come. 


LIFE TENANT & REMAINDERMAN — 
Remaindermen Necessary Parties 
to Suit by Life Tenant to Compel 
Trustee to Invade Principal 


New Jersey—Superior Court 
Day v. Grossman, 129 A. 2d 577. 


a oe 


Decedent devised certain of his hold- 


i ings in trust to pay amount of $2,500 


) per year to his wife for life. Trustees 
' were given discretion to invade principal 
‘of trust for wife’s benefit if she should 
be in need of maintenance and support. 
Wife persistently requested trustees to 
increase payments to her; however, re- 
quests were denied. Subsequently action 


2 Aaa 82 





was instituted in chancery division of 
\state court for relief. Remaindermen 
were not joined as parties to the action. 


HELD: Failure to join remaindermen 
was improper. Where action encompasses 
reduction in corpus of trust, remainder- 
men are necessary and _ indispensable 
parties in interest. Any determination 
in favor of plaintiff will affect their in- 
terests. However, since traditional prac- 
tice in court of equity is to retain com- 





plaint pending addition of new parties, 
court allowed new parties to be joined. 


REAL PROPERTY — Language Which 
Works Equitable Conversion — 
Facts Necessary to Show Equitable 
Reconversion 


Illinois—Supreme Court 
Brown v. Lochridge, 10 Ill. 2d 254. 


This was an action to quiet title 
brought by an executrix. The testator 
died in 1931 leaving a will which pro- 
vided life use of the family home to her 
husband and which left the residue to 
the executrix “with full power and 
authority to manage and control the 
same and to sell, dispose of and con- 
vert the same into money as fast as can 
be cone to advantage, and I direct that 
the net proceeds from time to time be 





, distributed equally, as the same accrue, 
among my children, A, B, C and D,” 
vith provision for descendants of any 

‘ not living on a distribution date. 
husband died in 1935. In 1934 and 

(198° B and C, respectively, conveyed 

interests in the home property to 

|D \y warranty deed. At the time of 
action A was acting as executrix, 

;anc C and D were deceased. The de- 
fen ant’s were B, D’s devisees and A’s 





' aintiff’s petition sought a _ deter- 
‘tion that she held clear title as 
itrix, in trust “for the purpose of 
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selling said rea] estate and distributing 
the proceeds between A and B.” Plain- 
tiff contended that the will worked an 
equitable conversion so that the four 
children had only a right to the sale 
proceeds, contingent on survivorship to 
the date of distribution. The defendants 
argued first that there was no equitable 
conversion and, alternately, that the 
plaintiff’s knowledge of the deeds coupled 
with the occupancy of the property by 
the four children during their respective 
lifetimes worked an equitable reconver- 
sion. 


HELD: The deeds have no effect and 
plaintiff holds for the purpose of sale 
and division in accordance with the 
provisions of the will. Where the will 
directs that the beneficiaries are to take 
nothing but the proceeds of a sale there 
is an equitable conversion even though 
the will uses language of power of sale 
rather than direction to sell. Equitable 
reconversion requires the concurrence 
of all the devisees, which is not proved 
by showing either one devisee’s knowl- 
edge of deeds made by other devisees 
or continued occupancy of the property 
after the deeds. 


SPOUSE’S RIGHTS Antenuptial 
Agreement Barring Rights of Cur- 
tesy Precludes Claim for Probate 
Homestead 


Oregon—Supreme Court 
In re Moore’s Estate, 307 P. 2d 483. 


Prior to their marriage decedent and 
her husband, both married previously, ex- 
ecuted an antenuptial contract. She died 
without a will. The husband claimed a 
probate homestead in certain real prop- 
erty of the value of $5,000, which after 
hearing by the trial court was dismissed. 


HELD: Affirmed. The antenuptial 
agreement resulted in the barring of all 
rights of curtesy in the husband and all 
rights of dower in the wife in their sep- 
arate estates and each party, by the 
agreement, waived any claim to the sep- 
arate property of the other. By reason 
thereof the surviving husband could make 
no claim for a probate homestead. 


SPOUSE’s RIGHTS — Widow of Dece- 
dent Leaving Pre-marriage Will 
Takes Intestate Share Where “Pro- 
vision Otherwise” Is Not Adequate 


Delaware—Court of Chancery 

Wilmington Trust Co. v. Culhane, 129 A. 2nd 

770. 

Decedent died in 1956 leaving a will 
written in 1946 in which he created a 
trust for the benefit of his son, his wife 
being then deceased. In 1951 decedent 
married again and subsequently he (1) 
changed ‘his bank account ($2,070). into 
joint names with his wife, (2) changed 
his non-contributory $3,000 group life 
insurance policy to name his wife as 
beneficiary, and (3) made his wife equal 
beneficiary with his son on a newly of- 
fered contributory group life insurance 
policy of $21,000. Decedent left real 
estate having a value of approximately 
$336,400. There were no children of the 
second marriage. 


Decedent’s widow claimed an intestate 
share of the estate under 12 Del C. § 321 
which provides that the estate of a mar- 
ried person who made a will before mar- 
riage and “has not made provision for 
his or her spouse by will or otherwise” 
shall be subject to the rights of the 
surviving spouse as an intestate bene- 
ficiary. The guardian of the property 
of decedent’s son, on the other hand, 
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contended that the widow had been 
“otherwise” provided for. The plaintiff- 
executor thereupon sought instructions. 

HELD: The purpose of the statute is 
to protect the surviving spouse from un- 
intentional disinheritance. Therefore, in 
order that transactions of the decedent 
might qualify as “provisions” for the 
surviving spouse in the contemplation 
of the statute they must produce the 
reasonable inference that the testator’s 
failure to change his will was intentional. 
Analyzed in the light of the means of 
the parties, family relationships, inter 
vivos conveyances and other surrounding 
circumstances, the instant transactions 
were not “provisions” for the surviving 
spouse in the contemplation of the statute 
and the widow is therefore entitled to 
that share of decedent’s estate which 
she would have received had he died in- 
testate. 


The court suggested that the’ Legisla- 
ture might well consider whether the 
“otherwise” provision of the _ statute 
should be replaced by more explicit lan- 
guage defining the transactions contem- 
plated by the statute in order to remove 
the uncertainty and consequent necessity 
of lawsuits in every such situation. 


TAXATION — Estate & Inheritance — 
Bequest to Charity Not Confined 
to State Not Exempt from Succes- 
sion Tax Even Though Distribution 
Policy is Restricted to State 


Ohio—Supreme Court 

Estate of Bremer: Mitchell v. Bowers, 166 Ohio 

St. 233. 

Testator bequeathed part of his estate 
to trustees who were empowered to form 
a corporation to carry out certain chari- 
table objectives. After testator’s death 
The Bremer Foundation was incorpora- 





ted for that purpose. Section 5731.09 
Ohio Revised Code exempts from the 
successions tax any property passing “to 
or for the use of an institution for pur- 
poses only of public charity, carried on 
in whole or in a substantial part within 
this state * * *.” There was no provision 
in the will requiring that the benefits of 
the bequest be used or enjoyed in whole 
or in substantial part in Ohio. The 
Foundation, however, adopted a policy 
of making distributions through existing 
public agencies and distributions were 
made to the Medical School of Ohio State 
University and to charities in Youngs- 
town, Ohio. 


HELD: Because there was no require- 
ment that the benefits be used or en- 
joyed in whole or in substantial part in 
Ohio, the succession thereby created was 
not exempt from taxation, regardless of 
the actual use of such benefits or the ex- 
press intent of the trustees or of the 
articles of the corporation created after 
the testator’s death. If the donee institu- 
tion is not in existence at the time of 
the testator’s death, a determination of 
whether the succession is exempt from 
taxation under the provisions of the 
statute must be made solely from the 
terms of the will creating the succession. 


TAXATION — Estate & Inheritance — 
Determination of Heirship by Pro- 
bate Court is Binding on State Con- 
troller for Tax Purposes 


California—Supreme Court 
Estate of Radovich, 48 A.C. 115. 


George Vukoye was taken into the 
home of Radovich and publicly acknowl- 
edged as his son and heir though never 
legally adopted. Following Radovich’s 
death, George filed a petition in the 
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probate proceeding to determine he.-r- 
ship. The court found that George >c- 
cupied the equitable status of an adop ed 
son and by reason of that fact was «n- 
titled to distribution of the deceder.t’s 
estate. Subsequently the State Control- 
ler’s office determined that, George »e- 
ing a stranger in blood, his inheritance 
should be taxed at a higher rate than if 
he were an adopted child. The inheri- 
tance tax report was objected to by 
George and the administrators of Rado- 
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HELD: A proceeding to determine 7 


heirship is a proceeding in rem and 
binding on everybody including the State 
of California. 


TAXATION — Estate & Inheritance — 
Taxes Payable Out of Residue 


South Carolina—Supreme Court 

Gaither v. United States Trust Co. of New 

York, 97 S.E. 2d 24. 

Item I of the will directed the execu- 
tor to “pay all my just debts, last illness 
and funeral expenses, together with all 
taxes, State and Federal, of whatever 
nature and kind, from cash on hand or 
in Banks or such as shall come into his 
hands during his administration of this 
Will or from the sale or exchange of any 
bonds, stocks or debentures of which I 
may be seized and possessed if there is 
not sufficient cash.” 


In Item II testatrix bequeathed to the 
Trust Company “all stocks, bonds, de- 
bentures and other mixed property now 
in its possession and now handled by 
them for me under an Agency Agree- 
ment” in trust, to pay the income in 
equal proportions to the testatrix’ hus- 
band and her daughter for their respec- 
tive lives, after which income, and later 
the corpus, was to be paid to grandchil- 
dren. 





Item III bequeathed jewelry, personal 
effects, and furniture. 


Item IV gave the residue to the hus- 
band. 


The securities mentioned in Item Il 
were valued at $635,796, the bonds and 
stocks kept by the testatrix in her pos- 
session at $160,741, with the other assets 
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in the estate bringing the total value to 
$816,254. Debts and taxes amounted to 
approximately $250,000. This action was 
brought by the husband, as executor of 
his wife’s will, for construction as to the 


property which could ke used by him} 


to pay debts and taxes. The Circuit 
Judge held that the executor should fist 


have recourse to the funds, stocks, bonds f 
and debentures conveyed by the resicu-}) 
ary clause of the will until such wereh) , 
exhausted and next have recourse to ‘1¢ 


funds, stocks, bonds and debentures in 
the hands of the trustee. 


HELD: Affirmed. Item II is clearly a) 
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specific legacy. The securities therein 
bequeathed were held by the Trust Com- 
pany under an “Agency Agreement” and 


could be easily identified. Unless the 
testatrix directed otherwise, they could 
not be used to pay debts and taxes until 
the personal property passing under the 
general residuary clause was exhausted. 


Testatrix did not intend to give her 
husband, a beneficiary of the trust, un- 
‘controlled power to sell the trust assets 
'to pay the debts and expenses of the 
» estate, and then receive the stocks, bonds 
+ and indentures comprising the assets of 
I the residuary estate free and clear of 
‘any trust. If such had been the inten- 
tion of the testatrix, she would have 
probably first given appellant all the 
securities in her possession and then set 
up the trust in the residuary clause. On 
the contrary, the will discloses an intent 
to keep, as far as possible, the trust 
j funds intact. 


Appellant’s contention, that the doc- 
trine of equitable apportionment between 








\the assets passing under Items I and II, 
iwhich would effect a considerable tax 
saving by application of the marital de- 
duction, was not raised in the court be- 
low. However, there is nothing to indi- 
cate an intent to provide for such pro 
rata contribution and it is doubtful in 
those states having apportionment stat- 
utes whether the same would be applic- 
able under this will. 

—Staft Digest 





TAXATION — Estate & Inheritance — 
Surviving Stockholder Liable for 
Increased Estate Tax Resulting 
from Revaluation 


New York—aAppellate Division, First Dept. 
Matter of Galewitz, 160 N.Y.S. 2d 564. 


By an agreement between decedent 
and his son the survivor was given the 
option to purchase the stock of the party 
who died first. The price was to be fixed 
by valuation of the corporation’s assets 
at the stockholder’s death by a court 
appointed accountant under a formula 
which used book values and liberally dis- 
counted some assets. The survivor could 
make a down payment and apply divi- 
dends on the stock to pay the balance, 
Wita interest at 4%, over a ten-year 





period. In the federal estate tax pro- 
ceec ng the value of decedent’s stock 
was substantially increased over the 
} valve determined by the accountant un- 
i the formula, resulting in increased 
| esiite taxes. Litigation delayed the son’s 
_ ex vcising his option and in the interval 
fol »wing decedent’s death the decedent’s 
| Sto k earned substantial profits. 


1e Surrogate determined that when 
son exercised his option he became 
reditor of the estate; that Decedent 
ate Law Section 124 apportions estate 





28 among persons “interested in the 
3S estate” which class does not in- 
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clude creditors; that the additional 
estate taxes resulting from the govern- 
ment’s higher valuation should be borne 
by the decedent’s estate; and that the 
son did not have to contribute to the 
payment. The Surrogate also determined 
that undistributed earnings on decedent’s 
stock which were earned after decedent’s 
death and before the son exercised his 
option belonged to the estate because 
title to the stock was then in the estate. 
(The Surrogate’s decision is reported in 
Jan. 756 T&E, p. 86.) 


HELD: (modifying the decree below) : 
The purchase agreement did not result 
in a transfer for full consideration in 
money or money’s worth, because the 
valuation formula did not reflect the 
actual market value of the stock at 
decedent’s death. The apportionment 
statute allocates the burden of paying 
estate taxes on property transferred for 
inadequate consideration among those to 
whom the property is transferred or to 
whom any benefit in the property ac- 
crues. The son, having benefited by the 
transfer, is not a bona fide creditor and 
under the tax apportionment statute 
must bear the burden of the additional 
estate taxes. 


The purchase agreement fixed the de- 
cedent’s death for the determination of 
the parties’ rights. The risk of profits 
and losses shifted to the purchaser-son 
as of that date once he exercised his 
option, and the son is therefore entitled 
to all undistributed earnings on the de- 
cedent’s stock which accrued after de- 
cedent’s death. 


WILLs — Construction — Devise to 
Nieces by Name Was Class Gift 


Pennsylvania—Supreme Court 
Cryder v. Garrison, 387 Pa. 571. 


Testatrix gave her residence to three 
nieces, naming them, “to them and their 
heirs forever.” By codicil she directed 
that the Turnbach girls (the nieces) pay 
$2,000 for the residence. By another co- 
dicil she revoked the direction for the 
payment of $2,000, referring to the 
nieces as the Turnbachs, Edna, Emma 
and Gladys. The last codicil dated in 
1948 cut down the lot size of the resi- 
dence and again referred to the nieces 
by their full names. Edna Turnbach died 
shortly after the last codicil and before 
the testatrix. The surviving nieces con- 
veyed the property after testatrix’s 
death, and Edna’s executors brought 
ejectment against the grantee. The lower 
court found for the grantee on the ground 
that the devise was of an integral prop- 
erty to the nieces as a class. 


HELD: Affirmed. While it is the gen- 
eral rule that a gift to two or more per- 
sons by name is a gift to the persons as 
individuals, resulting in the lapse of the 
share of one who predeceases testator, 
it is subordinate to the rule that a gift 
to several individuals by name may be 
construed as a class gift if it is apparent 
that testator so intended. The first codi- 
cil referring to the nieces as the Turn- 
bach girls was a class gift and not 
changed by the subsequent codicils. The 
enumeration of names was merely for the 
purpose of fixing with certainty the 
members of the class. The charge of 
$2,000 in the first codicil, although re- 
voked, is evidence of testatrix’s intent 
that the gift was to the three as a 
class because otherwise if only one sur- 
vived she would still have to pay the 
$2,000 and receive only one-third of the 
property. 
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WILLs — Construction — Lawful Is- 
sue Does Not Include Adoptees 


California—District Court of Appeal 

Estate of Heard, 149 A.C.A. 398 (March 21, 

1957). 

Emma Heard set up a testamentary 
trust to pay income to her son John for 
life, after his death to his lawful issue. 
John was married at the time the will 
was made, was later divorced and re- 
married prior to his mother’s death. He 
had no children at that time. After the 
estate was distributed into the testamen- 
tary trust some 14 years after his 
mother’s death, he and his wife adopted 
a six year old child. On John’s death 
later, the question arose as to whether 
the adopted child could take under the 
trust. Decree upheld the claims of the 
adopted child. 


HELD: Reversed. The term “lawful 
issue” does not normally include adoptees. 
The court intimates that the rule might 
be different if the child had been adopted 
before Mrs. Heard made her will, citing 
cases in which this was held to be a 
controlling circumstance. 


WILLs — Construction — Vested 
Equitable Remainder Transmitted 
by Will 

United States—Court of Appeals 

Polsky v. Continental National Bank, 240 F. 

2d 732. 

The will devised property in trust for 
25 years, and until the death of the wife 
if that should occur at a later date, and 
to continue until the son attained age 55. 
Under those conditions, the daughter 
was to receive 3/8ths and the son 5/8ths. 
If the son died before 55 without issue 
surviving, then the fee was to vest one- 
half in daughter and one-half in wife. 
The latter had the right to dispose “by 
will of her fee interest” in the property. 


The son died without issue during the 
25-year period, and prior to the death of 
the widow, who also died during that 
period. The daughter contended that test- 
ator died intestate as to one-half interest 
in all property, on the basis that the 
widow’s interest was contingent. The 
U. S. District Court for Nebraska ruled 
adversely. 


HELD: Affirmed. Widow had a vested 
one-half interest in the property which 
passed under the residuary clause in her 
will. A remainder will not be held to be 
contingent if it can reasonably be held 
to be vested. A construction resulting in 
intestacy will not be adopted if, by any 
reasonable construction, it can be avoid- 
ed. A vested equitable remainder may 
validly be made the subject of restraints 
or conditions on alienation, during the 
continuance of the trust. 


Reported by Nebraska editor 
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WILLs — Probate — Bequests Not 
Forfeited Where Legatee Suspected 
of Altering Will 


Pennsylvania—Supreme Court 
Molden Will, 387 Pa. 484. 


Testatrix wrote her own will in 1948. 
She left her house, contents and business 
to her son George. She made cash be- 
quests to sons Harry and Walter, daugh- 
ter Emma, and to two grandchildren. 
The will was in the possession of testa- 
trix for about three weeks and thereafter 
in the possession of George who said it 
was in a sealed envelope which was not 
opened until he delivered it to his at- 
torney for probate. The cash legacies 
were obviously altered and an expert 
testified that the envelope had been 
opened and resealed. Another expert test- 
ified that the alterations were in a hand- 
writing different from the _ testatrix’s 
handwriting, that by them Harry and 
George’s legacies had been reduced from 
$5,000 to $2,500 and Walter’s had been 
increased from $200 to $2,000, but he 
was unable to say who had made the 
alterations. 


The lower court awarded the legacies 





to Harry and Emma in the amount of 
$5,000 each and to Walter in the amovnt 
of $2,000, and awarded the house and 
contents and business to George. There 
was no dispute that the testatrix ‘ad 
written the gifts to George. Emma nd 
Harry appealed on the ground that since 
George had possession of the will and did 
not explain the alterations, his legacy 
and devise should have been forfeited. 


HELD: Affirmed. Where testatrix had 


possession of the will and there is no 
proof that she did not make the altera- 


tions, there is no presumption that anf 


alterer of a legacy thereby forfeits all 
gifts made to him in the will. Nor does 
the presumption that a material altera- 
tion beneficial to the party offering a 
document must be explained by that 
party apply to wills, which may be 
changed by the testator irrespective of 
the wishes of any beneficiary, and partic- 
ularly does not apply to a will contained 
in a sealed envelope which part of the 
time was in testatrix’s possession. The 
question of whether George would have 
forfeited his gifts if it had been proved 
that he had made the alterations is not 
decided. 
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The American Indian is credited with many firsts, 
to which should be added the discovery of oil in 
America. 

True, it was Colonel Edwin Drake, who, in 1859, 
brought in the first oil well. But long before, the 
American Indian had learned to skim oil off certain 
streams that flowed through Pennsylvania. 

To the Indians, oil was medicine .. . and although 
their precise medicinal use may not always have 
been appropriate, their idea was sound . . . for today 
oil is actually an ingredient in many drugs. 

But far overshadowing its use for drugs and by- 
products is the use of petroleum to power a growing 
America . . . petroleum in the form of natural gas 


Early. American Oil Man 
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. .. petroleum in the form of advanced motor oils, 
greases, and gasolenes. 

Here, above all else, Cities Service is proud to take 
its place as a leader . . . the only oil company that 
now offers totally new grades of gasolene for every 
type of car. 

Literally fuels of the future, these new gasolenes 
are the crowning achievement of the finest men, 
methods, and multimillion dollar refining equipment. 
More importantly, they are part of a continuing 
series of petroleum “firsts” now offered and yet to 
come from Cities Service .. . for as America grows, 
so grows Cities Service, for nearly half a century, a 
leader in oil progress. 
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Hours of his time save hours of yours 


The hours a Connecticut General man spends on 
research for one of your clients are a vital part of 
his way of working. They should interest you for 
two important reasons: 

First, a sound, all-inclusive plan results from the 
notes made in those CG man-hours. This plan 
usually points out how a client can conserve his 
resources to bring his lifetime goals nearer. . . re- 
arrange his assets to make them more productive... 
eliminate needless waste. 


Second, they save you hours by providing a com- 


plete groundwork on which this plan is based. The 
notes and the plan are brought to you for your 
careful consideration and counsel. 


In short, those hours may well be the beginning of 
a pleasant and profitable relationship between you 
and the man from Connecticut General. 


Connecticut General Life Insurance Company, 
Hartford 15, Connecticut. 


Life... Accident ... Health .. . Pension Trusts 
Group Insurance and Pension Plans . . . Annuities 


CONNECTICUT GENERAL 














